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urning a Withdrawal 
into a Profit 


EOPLE withdraw money from 
banks to spend it. 


Practically only one kind of a with- 
drawal for one kind of an expenditure 
can be turned by the bank into a profit. 
That is when a depositor takes out 
money to spend on a trip—any kind of 
a trip—weekend, business, motor, rail- 
road, cruise, domestic or foreign. People 
taking trips need American Express 
Travelers Cheques. They need them 
for safety’s sake. 


The prospect is already at the bank. 
He is a depositor. All that is generally 
needed to make him a Travelers Cheque 
customer is a reminder, a suggestion as 
to the risk of carrying cash and an offer 





to provide the Cheques. The Paying 
Teller is in the strategic position to 
make this sale. 


With Travelers Cheques in his pocket 
instead of cash, the customer leaves the 
bank feeling safer and grateful for the 
bank’s advice. The profit to the bank is 
one-half of one percent, with no red 
tape and no risk. It was the working 
out of the Travelers Cheque system by 
the American Express in 1891 which 
made this profit possible. 


Steamship tickets, hotel reservations, itineraries, 
cruises and tours planned and booked to any part 
of the world by the American Express Travel 
Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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-LETTERS- 


California Heard From 


Sirs: Have just finished my December issue. and think that 
your first story on the country banks ‘“‘Via the Banks on the 
Wabash” is excellent. I see you ask forcomment. For a while 
when secretary of the California Bankers Association I ran a 
similar series entitled “Travelogue,” naming various bankers 
whom I met and talked with, and describing conditions. It met 
with a good response. 

I find many evidences that conditions in the smaller centers 
and country are better than in the cities. Perhaps this is normal 
it certainly is reassuring. 

Bankers are the most clannish of people and love to hear gossip 
about the other fellow. 











Hy. W. SANDERs, Cashier, 
First National Trust and Savings Bank, Santa Barbara, Calif. 


eo 


And Perhaps Recover the Rubber Content? 


Sirs: My attention has been called to the machine which is 
reported to be in use by some institutions which sorts, counts and 
wraps coins and bills of all denominations, automatically. 

We are not so much in need of just that sort of machine, but 
we would think if someone could perfect one that you could run 
the day’s batch of remittances through and sort out the bum 
checks that will come back marked with various excuses for their 
non-payment, such an one would be a real benefactor to the human 
race. 

R. L. Bross, Cashier, 

Bank of Manitou, Manitou, Colorado 


ee 


Data Yours—But Who Won? 


Sirs: Our debate class in the American Institute of Banking 
is debating the subject: Resolved—‘‘That branch banking should 
be permitted.” In your article ““Canadian Notes and Comments” 
of February, 1932, issue, there is quoted figures as to the number 
of people per branch per province throughout Canada. Reference is 
also made of the closing of branches but no figures are given. 
Would it be possible for us to obtain this branch closing data, the 
reason of closing and losses to depositors? 
Our debate team would appreciate any references, articles, or 
data you might be able to furnish regarding branch banking, chain 
banking or group banking with American, Canadian or foreign on 
either side of the ques- 
tion. Thanking you for 
any material you may be 
able to send, I am 
Harry T. Curnow, 
Savings Department, 
The First-Central 
Trust Company, 
Akron, Ohio 





Verse With a Purpose 


Sirs: The following Notice brought 
results, and we send it to you in case 
you wish to insert it in your good 





wr il 





paper. 
» & dear friend gd B ee 
t’s that interest stuff, you see Y 
That was due us last September C on ceded 


As we're sure you will remember 
That we write you of today. 


Maybe we are wrong to render 
Notice in the cold December 
But our books will not permit us 
To forget to send such notice 

So we write you in this way. 


The amount is fifteen dollar 
Not so much but still we holler 
Holler for this contribution 
That is due this institution 
And we ask you call some day. 


If this dunner makes you wonder 
hy it is we ask this plunder 
Scratch your head and you’ll remember 
the twenty-first September 
Comes an interest paying day. 


If perchance we’ve made a boner 
Don't delay but come on over 
ith the cash or give us blazes 
Either way, ’twill never faze us, 
Now we close, we’ve had our say. 


ApDOLPH ANDERSON, Cashier, 
The Farmers State Bank, 
Montague, Mich. 





Sirs: In connection 
with a course in banking 
which I am _ taking at 
Washington Square Col- 
lege, the members of the 
class have been asked to 
follow various current 
periodicals on commercial 
banking as part of the 
work of the course. I 
should like very much to 
be able to obtain copies 
of The Burroughs Clearing 
House for this purpose but 
I understand that circula- 
tion is ordinarily limited 
to bank executives. 

I should appreciate it 
if you would be willing to 
make a concession in this 
case and allow me to 
obtain copies of your 
magazine. I will be glad 


to reimburse you for any 


WheBurroughs 
Clearing House 


| HERBERT SHRYER, Editor 
| 
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cost of making the publication available tome. I am a member of 
the Auditing Department at the Fifth Avenue Office of Guaranty 
Trust Company but I should prefer to have copies of the magazine 
mailed to me at my home address 53 Marcy Avenue, East 
Orange, New Jersey. 
FRANK WATTERS, JR., 
Guaranty Trust Company of New York, New York, N. Y. 


eee 


We Haven't, But the Author Has 


Sirs: In 1920 I procured from you the text entitled ““Bank 
Advertising Experience” by T. D. MacGregor, (Vice-president, 
Edwin Bird Wilson, Inc., New York). The work consisted largely 
of material that had been published in The Burroughs Clearing 
House in the two years 1917 and 1918. 

I am wondering if you have a similar book that is more up 
to date. If so, will you be good enough to let me know? 


M. K. M. Murpeny, Treasurer, 
The Franklin Society, New York 








SAV sevsonon CONTACT with Central 


United National Bank of Cleveland is a reliable way 
to get accurate financial or credit information based 
on intimate knowledge of the Fourth Federal Reserve 
district and its diversified business interests. Requests 
from correspondent banks are handled promptly, com- 


petently and courteously. The number—Cherry 5000. 


CENTRAL UNITED 


NATIONAL BANK 
of Cleveland 


THE LARGEST NATIONAL 
BANK IN OHIO 





* * * * * * * * * * * * * 


In writing to advertisers please mention The Burroughs Clearing House 
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services 


lies. 


lt has permitted the banks to 
meet the demands of these 
modern times. It has brought 
us all to the use of better 
methods, better equipment. 
But with the old-time sources 
of bank earnings impaired in 





all directions, we are faced 
with the fact that most of 
these new services are costing 
us more than we can afford. 
We bankers have been fre- 
quently and_ forcefully _re- 
minded of our primary responsi- 
pility to the depositor for the 
safety of his funds and for the 
service that he requires. Too 
oiten, alas, we have overlooked 
the real responsibility to our 
stockholders for their divi- 
lends. Not only is it im- 
portant that the owners of a 
bank receive a fair return on 
their investment, but also the 
Very existence of a bank is 
threatened if its profits are 
not continued. So the time 
has come to study this aspect 
lar more thoroughly than has 
been the general custom. 


J S said 10,000 times in the 
past three years, banks 


Must find new sources of 
Tevenue. This means service 
tharges. And when we think 


bl service charges, we too 
biten conclude that the cure- 
all is in charges on small or 
active accounts. This is, of 
fourse, important. Minimum 
dlance charges and metered 
srvice charges on activity are 
Perhaps the largest single 
Source in any plan contem- 





t 





Plating new sources of income. 


ey 


ANKING have 
B developed and intensified during 
the past ten years. As customers 

have shown us the need for this or that 
additional service, we have hastened to prepare the facili- 
But, too often, we have done this without sufficient 
regard for the corresponding cost per dollar of deposits. 
This broadening policy of service is probably logical to 
the development and advancement of business in general. 


been 





By John J. Anton 


Vice-president, First National Bank, Chicago 


But they are by no 
The other services freely rendered 
by banks must be studied and classified. 





rom Losses to Profits 
— on Incidental Services 


means all. 


Which of these should properly be 


performed 
charge? 


free of charge? 
What should the charge be? 


Which could well carry a 
Many questions 


of this type arise; they all deserve consideration. 
A great many leaks occur in the stream which should 


lead undiminished to the year’s profits. 











Profit or Loss 


Every banking transaction either yields a profit 


or creates a loss. 


The best interests of the bank, 


its stockholders, and its customers, are served if 
each account and each transaction pays its own 
cost, plus a reasonable profit. 


Some of the functions which have been per- 


formed at cost or less are listed hereon. 


Check 


them with relation to your own bank’s operation 
and talk them over with your directors and other 
bankers in your community, with the aim of making 
every banking service pay its own way and yield 
some, even though a small profit. 


Active Savings Accounts 
(Usually show loss) 


Cashing checks for 
depositors 


Checking Sales 
Collections of all kinds 
Credit Reports 


Drawing up papers 


non- 


Endorsement Stamps 
Escrows 


Exchanges 
(Furnishing Cashier’s 
Checks and Bank Drafts) 
Float 


Free Checking Account 
Service 


Grain Drafts 
Income Tax Reports 


Interest on Loans 
(6 mo. at maturity) 


Interest on Time Deposits 
(More than 3% shows loss) 


Making Change 

Making out Licenses 

Milk and Cream Checks 
N. S. F. Returns 

Notarial Services 
Overdrafts 

Past Due Notices 

Payrolls 

Printing Names on Checks 
Replacing Lost Pass Books 
Safekeeping 

Safety Deposit Boxes 


Servicing Foreign Controlled 
Accounts 


Small Loans 
Stop Payment Orders 


Temporary Accounts either 
Checking or Savings 


Travelers Checks 


(Listed alphabetically, not in order of importance) 


These leaks 
should be blocked up. Many 
of these leaks, like a hole in an 
underground water main, are 
far from obvious but no less 
expensive. It is this whole 
class of drains which have re- 
ceived far less attention than 
they deserve. When they get 
attention, the reward is great. 


| Bee us diverge from conven- 

tional banking and take 
a moment to consider the 
money exchanges which have 
sprung up in communities 
where banks are no _ longer 
open. These institutions do 
not receive deposits, they 
make no loans. They must 
depend for their revenue on 
charging for services which 
banks in many instances pre- 
viously performed gratis, serv- 
ices which experience now dis- 
closes are frequently more 
necessary than are the deposit 
and loan functions of banking. 


So the money exchanges 
charge fair prices for the 
incidental services formerly 


rendered by their community 
banks. Several of them in 
outlying Chicago neighbor- 
hoods, to my knowledge, show 
greater monthly earnings net 
after all expenses than banks 
in adjacent communities. And 
let me add that their cus- 
tomers, the merchants and 
householders, rightly regard 
them as valuable members ot 
the business community. 

I have remarked a good 
many times when discussing 
this subject with bankers that 
the money-exchange operators 





Four 


show us up as pikers. We have lacked 
the fortitude to ask the public to pay 
us for our services a price which it 
eagerly pays when no bank is present 
to donate these services. Not a few of 
the banks whose premises are now 
being used for money exchanges would 
today be open if they had had the 
courage to charge for these services, 
and then had kept the earnings on hand 
as added surplus or undivided profits! 

Many, yes most, bankers declare 
that the public will not pay a fair price 
for the incidental banking services. 
Many of those who favor such charges 
declare that this is not the time to do 
it. No other evidence is needed to 
refute these claims than to cite the 
money exchanges. They sprang up 
not only when general business was 
poor but also when their communities 
were paralyzed by the tying up of all 
their bank deposits. Now, when many 
banks, despite better locations, long 
records, and established good will, 
cannot earn expenses, the money 
exchanges are earning good profits in 
these hard-hit districts. 


HE bank management committee 

of the Illinois Bankers Association 
has been working intensively on this 
whole question of service charges. We 
are not side-stepping the matter of bal- 
ance and activity account charges, but 
we have been going into the matter of 
incidental service charges whole- 
heartedly. The committee’s eventual 
purpose is to work out a standard 
scale of charges for all of these items — 
perhaps several scales depending on 
the size of the community and the 
bank. Then we shall try to get these 
accepted in our state through con- 
certed action by federation groups. 

The job is far from complete, but 
we are making progress. So far one 
large group, the outlying banks of 
Chicago, has adopted a_ standard 
schedule of charges. No doubt this 
scale will not coincide in every detail 


with the scales 
which will eventu- 
ally be worked out 
by the statewide 
committee when 
our study is com- 
plete. But the 
bankers of Chi- 
cago’s north, 
south, and west 
sides felt that the 
problem is too im- 
portant to put off 
until theoretical 
perfection is 
attainable. The 
results have justi- 
fied their action. 
One bank which 
formerly had de- 
posits of about 
$15,000,000 has 
shrunk to $5,000,- 
000 of deposits. 
Since the scale of 
service charges was 
adopted, its reve- 
nues from this 
source total $5,000 
a month. Another 
bank, dwindled to 
$2,000,000 de- 
posits from its high 
mark of $10,000,- 
000, has picked up 
$4,000 to $5,000 a 
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LAWNDALE-CRAWFORD CURRENCY EXCHANGE 


conducted by 


John G. Zelesny & Co. 
NOT INC. 
Phones LAWndale 4420-4421 
3854-56 WEST 26th STREET 
CHICAGO, ILL. 


TO THE MERCHANTS IN LAWNDALE AND CRAWFORD: 


We are pleased to announce that our office is equipped and ready to offer you the 
following services: 


1. Pennies, nickels, dimes, quarters and half dollars put up in customary rolls or pack- 
ages, supplied for a small service charge in addition to the face value of same: 


Pennies $ 1.00 5 cents (2 rolls) 
Nickels 2.00 ” (1 roll) 
Dimes 5.00 ” (1 roll) 
Quarters 10.00 ” (1 rel) 
Y% Dollars 10.00 ” (1 roll) 


3 of the above for 10 cents. 
5 or more of the above at 3 cents per roll. 


Currency exchanged—-Singles, Fives, Tens, Etc., 20c per $100.00. 


2. Checks cashed or accepted for collection at the following rates: 


Up to $ 10.00 5 cents 
” 25.00 10 ” 
” 50.00 15 ” 
° 100.00 2 °* 

Over 100.00 _ > 


plus 10 cents for every $50.00 
or fraction thereof. 


3. Money orders supplied at the following rates: 


Up to 5 cents plus 2c tax 
o 10 ” ” 


30.00 

” 50.00 16” ” 
” 100.00 20” od 
° 150.00 2” ” 
” 200.00 a ” 


A special agreement is offered to merchants whose requirements for this kind of 
service are exceptional. 


4. Safety deposit boxes at $3.00 per year and up (plus U. S. tax) for safekeeping of 
your valuables. 
Our office is open Monday, Tuesday, Thursday and Saturday to 8:00 P. M. 


We believe it is to your benefit to take advantage of the services we offer and trust that 
you wil] avail yourself of same at your earliest opportunity. 


WE ARE HERE TO SERVE YOU! 








month additional 

income —net income, mind you, except 
for the very small additional expense 
incurred in computing the charges and 
collecting them from its customers. 
These are the two most striking 
instances that have come to my 
attention, but proportionate results are 
occurring throughout the city and 
county. 

Let’s have a look at one department 
of operating where the practice varies 
almost from bank to bank —the com- 
putation and crediting of savings 
interest. I am not now speaking for 


our committee, but am rather drawing 
a few independent conclusions fron 
information which the committee has 
uncovered. The standard rate oi 
savings interest paid in Chicago has 
been 3 per cent compounded semi- 
annually —this has, incidentally, been 
cut to 2% per cent effective January 
1, 1933. It looks, at first glance, as 
though 3 per cent compounded semi- 
annually can have but one meaning. 
Actually there are thousands of vari- 
ations. 

Consider atypical account. January 1, 
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ACCOUNT ANALYSIS 


EP rene ee Optional 


Interest Earned on Loanable Funds. .4% 
Subject to current changes in interest rates 


Local Items...... .01 minimum 


Out-of-Town Items .02 minimum 
On Us Items.... ...No charge 
Currency........ 


Checks Drawn.... 
Payroll (500 checks up) .03 


.30 minimum 


Regular, .04 


Profit Per Annum. Optional 
po” ae . .Optional 
Loaning Cost..... Optional 





SUNDRY SERVICES 


Answers to Credit Inquiries..... Optional 
Cashier’s Checks...... 
Foreign Drafts... 


10 cents minimum 
Optional 


Hill’s or Dun’s Reports 
Dun’s or Bradstreet’s: 


oO" 2 eee $1.00 minimum 
Out-of-town... 2.00 minimum 
ee 5.00 minimum 


Income Tax Service.... 


......Optional 
Government man—no charge 


Notary Service..... 


Small Loan Charge 
$1.00 minimum, under $500, plus interest 
Stock and Bond Sales or Purchase 
$1.00 minimum for customers on each 
transaction; taxes and insurance additional 


25 cents minimum 
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Stock Transfer............ $1.00 minimum 
Each transaction, postage and taxes extra 


Guarantee on Stock Certificates . Optional 
Depositing Stocks or Bonds with Outside 


Depository for Protective Committee 
$1.00 minimum 


Traveler’s Checks........... Regular rates 


COMMERCIAL DEPARTMENT 


Certified Checks............... No chargé 


Currency and Silver for Non-Customet!s 
1 per cent, 10 cents minimum 


Imprinting Checks for Customers. . .Cost 
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CLEARING HOUSE 


balance $500. February 1, $100 with- 
drawn. March 1, $200 deposited. 
April 1, $100 withdrawn. No change 
toJuly 1. Assuming 3 per cent interest, 
what is the net? 

Bank A figures it this way: Six 
months interest on $400, the minimum 
balance =$6. One month interest on 
$100 withdrawn February 1 =.25. One 
month interest on $100 between March 
1 and April 1=.25. Four months 
interest on $100 deposited March 1 = 


instead of demand deposits which cost 
the bank a time rate. If, for instance, 
a depositor knows he will need three 
months from now the $300 which he 
brings in, he should not be paid long- 
time rates for the money. Rather he 
should know that if he withdraws this 
before the end of the interest period 
after depositing it in his savings 
account, he will get no interest. On 
the other hand, a ninety-day C/D 
will pay him a fair ninety-day rate for 

his money-— say 






































$6 + .25+ .25-+ $1 = $7.50. 

Bank B, on the other hand, deducts 
from the first balance all withdrawals 
during the interest period, and pays 
interest for full months on subsequent 


deposits. Its computation, then, runs 
as follows: Six months interest on 
$300 = $4.50. Four months interest 


on $200=$2. ‘Total interest credited 
July 1: $4.50+$2 = $6.50. 

Bank C will compute it in a dif- 
ferent way, Bank D in still another 
way. Who can say which is 3 per 
cent compounded semi-annually? Yet 
if the method followed by Bank B is 
fair, then Bank A is obviously throw- 
ing away money which its stockholders 
could use. A standard practice to be 
followed by all banks would, by setting 
a method neither unduly harsh nor 
spendthrift, doubtless save most banks 
a good deal of money. 

My own belief is that interest should 
be so figured that it will tend to make 
savings deposits really time deposits 


Mailing Statements 
15 cents minimum, as cost item in analysis, 
or cost item in regular minimum service 
charge if profit on account does not absorb 
expense 


Se A ee 50 cents charge 


“Not On Us’’ Checks (Cashed) 
10 cents minimum for non-customers or 
if customer’s balance is less than check 


Out-of-Town Checks—Non-Customers 
Exchange plus service charge 


Out-of-Town Checks—Customers 
Regular exchange and optional on balance 


I oe a at Oe Discretionary. 
Post-Dated Checks........ 50 cents charge 
Rubber Endorsement Stamps 


Uncollected Funds........ 50 cents charge 











1% per cent or 

ADVICE OF DEBIT SECURITY BANK OF CHICAGO thereabouts. Very 
a Your account has today been debited “Per Item Service Charge” for =x probably we should 

Sine ars cos teen | ag indicated in schedule...............00..0. Dees credit savings in- 
"tue wwe ae xe | Checks Drawn in excess of classificat at Seach $ a terest only on 
—- © a en funds left with us 
—e * . for the full six- 
ne. 6 months interest 
—.. © CHICAGO, ILL. period. Then if 
= a EA : . a customer comes 
in on February 1 

with a savings de- 

$1. Total interest credited July 1: posit, he will have every inducement 


to put it into a five-months C/D —at 
a rate somewhat lower than the savings 
rate. On July 1 he can deposit the 
certificate in his savings account and 
on the following January 1 draw his 
regular savings interest on this amount. 

Such a method would, I believe, go 
further in the direction of making 
savings deposits real time money than 
any plan which has yet been advanced. 
It would, furthermore, so simplify the 
problem of computing interest that it 
might very well cut the savings depart- 
ment operating expense. And the 
economy to the bank through the 
lower amount of interest paid would be 
considerable. 

Again, consider the subject of float. 
Most banks permit their customers to 
get away with murder in this respect. 
A deposited check, regardless of where 
it is payable, is considered cash. 
Consequently the country bank has its 
interest-bearing balance in its city 
correspondent proportionately cut, for 


SAVINGS DEPARTMENT 


Christmas Club Accounts Closed Out 
Before Paid in Full...... 50 cents charge 


Eliminate Christmas Club Interest 
No interest 


Minimum Interest Paid on Savings 
POI icc ws toca d we ined 50 cents 


Savings Account Optional....... Optional 

Because of variation of activity in the 
Savings Departments of the north side 
banks it is suggested that service regulations 
be optional. 
However, your Committee recommends 
that active accounts be referred to the 
Commercial Department where they will 
come under the category of regular service 
charges. 

Savings Accounts Closed Within 90 Days 
50 cents 


=... 
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any city bank with a worthwhile 
volume of correspondent business fig- 
ures its float to the last penny. This 
problem may be handled in one of two 
productive ways, assuming that the 
customer’s credit is good enough to 
remove the risk from advancing him 
uncollected funds. 

It is possible to charge a fixed 
amount for each check drawn against 
uncollected funds. This is set at 50 
cents in the schedules of some banks. 
Or it is possible to charge the customer 
a fixed rate per item deposited, depend- 
ent upon the time necessary to effect 
collection, and with a minimum charge 
on small items. My own preference is 
for the latter plan, in that it should 
provide a greater income to the bank 
and more logically assesses a charge 
where any given volume of out-of- 
town items is deposited in a single 
account. 


LENTY of other services, which are 

commonly gratis, should be charged 
for. Stop payment orders, for example. 
Just as long as a stop payment order 
remains on hand, time is used to look 
at it frequently; and it remains a 
constant hazard in the event of the 
bank paying the stopped item. Cer- 
tainly, then, the customer who places 
a stop order should pay for it—it is 
not the bank’s fault that the cus- 
tomer’s signature is floating around 
irresponsibly on a piece of paper worth 
money. Some banks make a flat 
charge per stop order. Others, in my 
opinion more soundly, debit the cus- 
tomer a fixed fee per stop order for 
each month that it remains on hand. 
This has the wholesome effect of mak- 
ing it worth the customer’s while either 
to find the lost check or else make up 
his mind that it will probably never be 
presented. This tremendously reduces 
the stop order file. 

There is, for another instance, no 
known reason why a bank should 
obtain credit information or a rating 

(Continued on page 22) 
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Charge on Safe Deposit Boxes 
$4.00 minimum, plus tax; $1.00 key deposit, 
Optional 
Number of Entries Without Charge 
No limit 
Sd Sd 


COLLECTION DEPARTMENT 


Coupons Received Over the Counter 
25 cents minimum charge per coupon on 
each $1,000 bond. Additional coupons of 
the same issue of bonds having same 
maturity: 25 cents, lst coupon; 5 cents, 
each additional coupon; 50 cents, maximum 
charge. 

Coupons Received For Credit 
Bank policy discretionary 

Charge on Collection Items 
35 cents minimum 








THE BURROUGHS 


That of the Home Loan Banks? 


Are They Going Where They Started 
or Are They Getting Sidetracked? A 
Few Opinions on the System’s Future 


AS the new home loan bank 
H system proved a failure? 

Is it the fault of the law or its 
administration that distressed home 
owners have been unable to qualify 
for loans? 

Can restrictions be relaxed without 
placing upon the government the 
responsibility of absorbing values which 
have vanished? 

Was it intended that a dole should 
be provided for home owners? 

These and related questions have 
occasioned much discussion within 
and without Congress this winter as 
the home loan banks have failed to 
exercise the magic influence upon the 
home mortgage situation which over- 
enthusiastic campaign orators may 
have promised. 

On January 22 the home loan bank 
law had been on the statute books for 
six months. The twelve banks at 
Cambridge, Mass.; Newark, N. J.; 
Pittsburgh, Pa.; Winston-Salem, N. C.; 
Cincinnati, Ohio; Indianapolis, Ind.; 
Evanston, Ill.; Des Moines, Ia.; Little 
Rock, Ark.; Topeka, Kans.; Portland, 
Ore. and Los Angeles, Calif., had been 
open for business for about three 
months. 

On January 4 lines of credit totaling 
$23,600,000 had been approved by the 
home loan bank board. This included 
$5,000,000 each for borrowers from the 
Cincinnati and Little Rock banks, 
$3,000,000 each for the Indianapolis 
and Evanston banks, $2,000,000 for 
the Winston-Salem bank, $1,500,000 
for the Des Moines bank, $1,300,000 
for the Pittsburgh bank, $600,000 for 
the Newark bank and $100,000 for the 
Los Angeles bank. The Cambridge, 
‘Topeka and Portland banks, in whose 
districts state laws have presented 
obstacles to membership in the system, 
had not progressed to the stage of 
approval of credit. Advances actually 
made did not amount to as much as 
one-third of the total lines of credit 
approved. 

It had been necessary up to that 
time to call upon the Treasury for 
only $5,000,000 out of the $125,000,000 
authorized for initial capital stock. 
Enough subscriptions from building 
and loan associations and other eligible 
institutions had been obtained to 
assure somewhat more than the 


By Arthur Crawford 


$9,000,000 margin between the maxi- 
mum government contribution and the 
$134,000,000 capital stock of the 
twelve banks. But there was no great 


rush to participate in the benefits of 
the system except from persons utterly 
unable to qualify under the emergency 


clause permit- 
ting individuals 
to obtain direct 
loans. 

Just when it 
would become 
necessary to call 
for payment of 
the entire capital 
stock was un- 
certain. Until 
the capital is 
used there is no 
occasion to con- 
sider the issuance 
of debentures 
with which it has 
been intended to 
provide re- 
sources up to 
a total of perhaps $1,800,000,000. 

At the time this was written it 
appeared unlikely that any material 
amendments to the law would be 
adopted at the present session of 
Congress which ends on March 4. 

The responsibility for perfecting the 
system, if it is found that changes in 
the law are necessary, will be passed on 
to the incoming administration of 
President-elect Franklin D. Roosevelt. 


ARTHUR CRAWFORD 


N EMBERS of the home loan board 

have naturally been disinclined to 
submit recommendations for new legis- 
lation in view of the uncertain tenure 
of their positions. President Hoover’s 
appointments of the five members of 
the board were made following the 
adjournment of Congress last summer. 
All recess nominations sent to the 
Senate by the President since Congress 
convened in December, including those 
to the board, have been held up by the 
Democrats in order to give President- 
elect Roosevelt a chance to make new 
appointments if he desires to do so. 
It will thus be within Mr. Roosevelt’s 





power to select an entirely new home 
loan bank board. In any event he will 
name three Democrats and two Repub- 
licans instead of three Republicans 
and two Democrats. 

Accordingly the present board has 
devoted its attention to the develop- 
ment of the system to the extent 
possible under the law, leaving to the 
Roosevelt regime the task of proposing 
perfecting amendments. 

The members of the banking and 
currency committees of Congress as a 
whole have been disposed to withhold 
judgment on the merits and defects of 
the system until it has been in opera- 
tion for a few more months. This 
attitude meets the approval of the 
United States Building and Loan 
League which was active in obtaining 
the enactment of the legislation. Ina 
statement filed with the two congres- 
sional committees on December 2) 
the league opposed any change in the 
law until the system has had an oppor- 
tunity to demonstrate its usefulness. 

Pending the overhauling of the law 
which is in prospect in the new 
Congress the position of the friends o/ 
the home loan bank system is that it 
has not proved a failure although it 
has met with difficulties and has been 
slow in getting under way. They think 
it unfortunate that the system was too 
much publicized from the emergency 
relief standpoint during the campaign. 
The real purpose, they emphasize, |! 
to provide a permanent reservoir 0! 
credit for financing in normal times. 

A fundamental difficulty is held to 
be the freezing of credit through the 
unwillingness of banks and mortgage 
institutions to renew mortgages 0! 
make new loans. When this situation 
is corrected there will be a greater 
demand for the facilities of the new 
banks. 

While disappointment is expressed 
because there has not been a greater 
volume of subscriptions to the capité al 
stock it is pointed out that state laws. 
to which amendments are to be sought 
promptly, have prevented the partic 
pation of many building and _loat 
associations, savings banks and in 
surance companies, the three princip@! 
classes of institutions 
membership. 

It is the opinion of these friends ©! 
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CLEARING HOUSE 


the system that Congress was some- 
what over-cautious and that a moder- 
ate relaxation of restrictions can be 
made safely. 

As to taking care of the home owner 
whose equity has been wiped out by 
shrinkage of values and whose mort- 
gage obligation approximates the pres- 
ent value of the entire property it is 
frankly admitted that the new banks 
cannot and should not provide relief. 
To do so, it is asserted, would be a dole 
to home owners and would lead to 
eventual bankruptcy of the system. 


Two measures offered in Congress 

have served to focus attention on the 
operation of the home loan bank law. 
One presented by Senator William E. 
Borah of Idaho provides for its com- 
plete repeal. The other by Repre- 
sentative John J. Cochran, a Missouri 
Democrat, liberalizes present provi- 
sions of the law with a view to giving 
home owners a greater chance to 
qualify for direct loans. 

Senator Borah in introducing his bill 
said he was convinced that the law 
“must be either repealed or drastically 
amended. 

“In my opinion the act has proved 
and will continue to prove wholly 
unsatisfactory,’ said Senator Borah. 
“It is not reaching and in my judgment 
will not reach the home owner or those 
who are really in need of assistance, 
those who should have help if the 
government is going to enter into the 
matter at all. 

“I feel very certain that we are 
ging to build up a_ tremendous 
institution at very great expense to 
the government without any real 
benefit to the home owners and home 
builders in the United States.” 

During the discussion in the Senate 
incident to the introduction of the 
Borah bill two members of the bank- 
ing and currency committee, Senator 
James Couzens of Michigan, a member 
of the subcommittee which handled 
the legislation, and Senator Carter 
Glass of Virginia, expressed criticism 
of the law. 

“There is not a chance in a million 
lo make any loan under the existing 
law,” said Senator Couzens, “‘to the 
home owner whose mortgage is in 
default or about to become in default.” 

Senator Glass remarked that the 
promoters of the legislation had sought 
lo impress Congress with the idea that 
surance companies, mortgage com- 
panies, banks and real estate associa- 
lions “‘were standing ready and eager 
to run over one another to subscribe 
lo the stock.” 

_ As a matter of fact,” said Senator 
Glass, ‘the subscriptions were of such 
4 meager nature that they have not 
‘tough in subscriptions, let alone in 
Payments, to establish as many as two 
To my mind, 


unless I may be convinced to the 
contrary, that alone shows the fallacy 
and the folly of enacting this law. I 
voted against it and unless somebody 
gives me some cogent reason for doing 
otherwise I shall vote to repeal it.” 

Senator Glass paid a compliment to 
former Representative Franklin W. 
Fort of New Jersey, the chairman of 
the home loan bank board, as “‘a man 
of exceptionable intelligence and as 
capable of conducting the affairs of 
this innocuous institution as most any 
other man would be.’ He said he 
thought no one could make a success 
of it. Some of the other critics of the 
system had directed their fire par- 
ticularly at Mr. Fort, partly because of 
his activity on the stump for President 
Hoover during the campaign. Senator 
Royal S. Copeland of New York, who 
believes in the possibilities of the 
system, complained because the Presi- 
dent had appointed two national 
bankers, one of them being Mr. Fort, 
as members of the board. 

The Cochran bill provides a lengthy 
and liberalized substitute for the brief 
clause which was inserted in the law 
on the floor of the Senate with a view 
to providing in emergencies direct 
loans to home owners. The original 
administration measure as submitted 
to Congress a year ago had not con- 
templated direct loans, the banks being 
intended exclusively as discount insti- 
tutions for the immediate benefit of 
mortgage holding institutions which 
would thus be able to finance home 
owners more adequately. 

Section 4 (d) of the law, for which the 
Cochran bill proposes a substitute, is 
as follows: 

‘“‘Any home owner who comes within 
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the limits of this act and who is 
unable to obtain mortgage money 
from any other source may obtain 
same from any bank organized under 
this act: Provided, that this sub- 
section shall not be effective when the 
federal government has had its stock 
retired.” 

One of the major restrictions of the 
present law is that loans may not 
exceed 40 per cent of the value of the 
property. Under the ordinary opera- 
tions of the banks they may loan to 
building and loan associations and 
other eligible institutions 60 per cent 
of the unpaid principal of a first 
mortgage on a home but not to exceed 
40 per cent of the value of the real 
estate. If the mortgage was originally 
written for less than eight years the 
banks may loan only 50 per cent of 
the unpaid principal but not to 
exceed 30 per cent of the value of the 
real estate. 

The Cochran bill, which is predicated 
on the obvious fact that few home 
owners can make any use of the direct 
loan provision under the 30 and 40 
per cent maximum limitations, raises 
the top figure to 80 per cent. This is 
not intended to apply to advances to 
eligible institutions. 


[NX the case of direct loans it is 

provided in the Cochran bill that a 
home loan bank may lend to the 
owner of a home valued at not more 
than $20,000 on the security of a first 
mortgage an amount not in excess of 
80 per cent of the value. Loans shall 
be made only to such home owners as 
are unable, after reasonable effort, to 
obtain such loans from any other 
source on reasonable terms. In the 
case of loans made on the amortization 
plan there shall not be required in any 
one year as combined principal and 
interest payments an amount in excess 
of 10 per cent of the amount of the 
loan. The interest rate shall not 
exceed 6 per cent. 

That the authorities in charge of 
the administration of the system will 
approve an amendment going as far 
as does the Cochran bill is doubtful. 
It is likely, however, that the board 
after being reorganized will propose 
amendments which will permit some 
relaxation of restrictions. The original 
sponsors of the legislation, including 
such men as Nathan William Mac- 
Chesney of Chicago, general counsel 
of the National Association of Real 
Estate Boards, think that the 40 per 
cent restriction is a little lower than 
necessary. 

Under the present law there is no 
doubt that debentures issued by the 
system will be well safeguarded. There 
must be deposited in trust as security 
$190 worth of advances to building 
and loan associations, insurance com- 
panies and savings banks for every 
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$100 of debentures issued. On the 
basis of the 40 per cent limitation on 
the value of real estate every $100 of 
debentures will be backed by $475 
worth of real estate. 

The policies of the present board are 
set forth in a resolution which declares 
it to be the objective of the home loan 
bank system “‘to bring the maximum 
relief to the small-mortgage situation 
at the present time, as well as to 
establish a permanent reserve system 
for the home-financing institutions.” 

The twelve banks are instructed by 
the board to make funds available so 
far as possible for the following pur- 
poses in the order and _ preference 
indicated: 

1. To member institutions and non- 
member borrowers who will make 
mortgage loans for the purpose of 
repairs, remodeling and other activities 
leading directly to the employment of 
labor. 

2. ‘Tomember institutions and non- 
member borrowers who will make 
mortgage loans to assist borrowers in 
paying taxes, or to facilitate the pay- 
ment of real estate taxes on behalf of 
borrowers. 

3. To member institutions or non- 
member borrowers who will make 
mortgage loans, with the particular 
responsibility of accepting such loans 
as qualify under section 4 (d) of the 
act (direct loan clause). 

4. ‘Tomember institutions and non- 
member borrowers to make mortgage 
loans in cases where the mortgagors 
are being pressed for payment by 
present holders with the following 
exception: Care should be used (as 
long as the present emergency exists) 
to avoid advancing funds for the pur- 
pose of refinancing mortgages now 
held by any institution eligible for 
membership in the federal home loan 
bank system, or which has other 
federal instrumentalities, either tem- 
porary or permanent, from which it 
‘an obtain funds. 


Ewing 
alloway 


5. Finally, loans to member institu- 
tions or non-member borrowers for 
the purpose of paying withdrawals, 
maturities, existing debts and like pur- 
poses, where in the judgment of the 
bank such loans are essential to the 
sound operation of the borrower or will 
promote the ability of the borrower to 
make loans. 

State laws under which building and 
loan associations, savings banks and 
insurance companies operate have 
furnished a serious obstacle to the 
development of the system. According 
to the statement of the United States 
Building and Loan League filed with 
the congressional banking and cur- 
rency committees about 1650 building 
and loan associations have committed 
themselves to purchase more than 
$12,000,000 worth of stock in the 
banks. As many more associations, it 
was stated, will purchase stock as 
soon as enabling legislation can be 
passed by state legislatures. 


UILDING and loan associations are 

eligible under the existing state laws 
to purchase stock in Alabama, Arizona, 
Arkansas, District of Columbia, Geor- 
gia, Illinois, Indiana, lowa, Kentucky, 
Louisiana, Michigan, Mississippi, Ne- 
vada, New Jersey, Pennsylvania, South 
Carolina, Virginia, West Virginia, 
Wisconsin and Wyoming. 

Savings banks are eligible to pur- 
chase stock in Alabama, Arizona, 
Delaware, Florida, Georgia, Louisiana, 
Maryland, Mississippi, South Carolina, 
Texas, Utah, Vermont, Virginia and 
Wisconsin. 

The situation with respect to in- 
surance companies is somewhat com- 
plicated. Certain classes of insurance 
companies are eligible in Alabama, 
Arkansas, California, Delaware, Flor- 
ida, Illinois, Louisiana, Maryland, 
Massachusetts, Michigan, Montana, 
North Carolina, Oklahoma, South 
Carolina, Vermont, Virginia, Wash- 
ington and Utah. 
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In New York state all insurance 
companies except life and fraternal 
may purchase stock but no other type 
of home financing institution is now 


eligible. It is possible that building 
and loan associations in Maryland 


may subscribe and also in Delaware. 

States in which no type of home 
financing institutions may subscribe 
are Maine, Connecticut, Minnesota, 
Missouri, Nebraska, North Dakota, 
Ohio, Oregon, South Dakota, Tennes- 
see and New York with the exception 
of certain insurance companies. 

There are between 15,000 and 20,000 
home financing institutions now eligible 
to purchase stock according to a survey 
by the board. Of these about 11,000 
are building and loan associations 
with 12,000,000 members, including 
2,000,000 home borrowers. 

In its statement to the congressional 
committees the United States Building 
and Loan League said that the home 
loan bank law “is sound and in the 
main satisfactory and _ constructive 
legislation.” 

“The home loan bank system was 
designed as a permanent system ol 
sound mortgage-discount banks, pro- 
viding funds to community home- 
financing institutions,” says the state- 
ment. “It was not intended as a 
home-owner’s dole at the expense ol 
the taxpayer. 

“Tf it was the intention or expecta- 
tion of Congress that the home loan 
bank system could and would lift that 
portion of the twenty billion dollar 
mortgage debt from those homes 
whose owners have mortgage obliga- 
tions approaching the value of the 
property and who, on account of 
unemployment and like reasons, do 
not have the ability to repay advances 
would not Congress have directly 
appropriated at least two or three 
billion dollars for the enterprise, rather 
than lending, through the Reconstruc- 
tion Finance Corporation $125,000,000 
to initiate the home loan bank system. 

(Continued on page 27) 


A striking night photo of the financial district in lower Manhattan, with the East River and Brooklyn Bridge 
serving as a picture frame 
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© The Junior ‘Board of Education’ 


ANK officers and directors have 
B long regarded with disfavor the 

ignorance of the public gener- 
ally, and of their own depositors par- 
ticularly, as to the nature of the bank- 
ing business. This ignorance extends to 
such matters as the meaning of bank 
statements, the justice of service 
charges, the way a bank makes profits, 
why it lends to one applicant and 
refuses to lend to another, and the 
absence of enthusiasm on the part of 
tellers over cashing checks on un- 
known banks. 

Officers and directors have been con- 
cerned, too, about the lack of popular- 
ity of banks, including their own 
institutions, in their communities. 

Now and then, some bank bestirs 
itself and does something new and 
original to counteract this public 
ignorance and attitude. The First 
National Bank of Milaca, Minnesota, 
a town of 1,500 has done something 
new and original toward that end. 

The First National has been experi- 
menting for the last three years with 
what it calls a “junior board,” a sort 
of auxiliary to the board of directors. 
The purpose of the junior board is not 
to get new business for the bank (as 
has so often been the case with 
auxiliary boards elsewhere), but to 
inform the community about how the 
bank conducts its business and the 
why’s of its methods. The members, 
brought together by invitation and 
serving without pay, spread the prin- 
ciples of sound banking and_ build 
good will for the First National. No 
member of the junior board is a stock- 
holder of the bank, though all have 
been drawn from among its depositors. 

“Our junior board,” said J. A. Allen, 
president of the First National and 
one of the veteran bankers of Min- 
hesola, “‘grew from a suggestion by 
my son, B. P. Allen, at the time a 
member of our bank force. He thought 
that a selected group of our citizens, 
hot connected with the bank, key men 
of different occupations and interests, 
tould do much in their everyday busi- 
hess and social contacts to make our 
bank understood by the community. 
By acquainting other persons with 
What constitutes good banking prac- 
lice, these key men could supplement 
‘ur own efforts to have our service 
appreciated. 

“The junior board has twelve mem- 
bers. Turnover has been slight, not 


cBy Thomas J. Malone 


more than sixteen persons having 
served in all. On the board we have 
had several merchants, a creamery 
manager, a hotel owner, a pop factory 
man, a newspaper man, two farmers, 
the county register of deeds, and so 
on. The members were chosen from 
among the younger men, both because 
they were my son’s associates and 





Ir is a strange thing that so 
many people, even among one’s 
own depositors, have no idea of 
how a bank makes its profits. 
Many seem to think that a bank 
makes money on every motion, 
on every act, like cashing a check, 
as if therewere something magical 
about it—a sort of Aladdin’s- 
lamp procedure. How can they 
expect a bank to pay 4 per cent 
on savings, and at the same time 
retain those savings in the bank? 
How do they figure a bank can 
view the small account as other 
than a nuisance and a source of 
loss unless it pays a_ service 
What about overdrafts, 
and drawing upon uncollected 
funds? 


charge? 


—J.A. Allen 





because a younger generation is grow- 
ing up in the town that has to be 
taught what banking is all about, and 
to think and speak well of, and to use, 
our bank. Though the bank was 
established and doing business here 
before that generation was born, the 
educating process has to be gone over 
anew. 

“Our plan, not always adhered to, 
was to have meetings of the junior 
board once a month. The officers and 
directors of the bank would meet with 
the board, usually in the bank quarters 
of an evening, and discuss bank 
practices and the relation betwee. 
bank and customers. Questions would 
be invited. Sometimes we have had a 
speaker from out of town, dealing with 


a specific phase of banking. Among 
such speakers were the auditor of the 
First National Bank in Minneapolis, 
an executive of the Federal Reserve 
Bank there and a former bank exam- 
iner. Something to eat formed part 
of these programs. 

*‘No obligation has rested, of course, 
on any member of the junior board to 
do any talking for the bank outside 
these meetings or to do anything else, 
for that matter. Possibly, some mem- 
bers have been rather silent and others 
have proved more helpful in_ their 
extension mission. One member be- 
came so much interested in the bank 
that he bought stock and became a 
director, thereby eliminating himself 
from the junior board. 

“It is a strange thing that so many 
people, even among one’s own depos- 
itors, have no idea of how a bank 
makes its profits. Many seem to 
think that a bank ‘makes’ money on 
every motion, on every act, like cash- 
ing a check, as if there were something 
magical about it —a sort of Aladdin’s- 
lamp procedure. How can they expect 
a bank to pay 4 per cent on savings, 
and at the same time retain those 
savings in the bank? How do they 
figure a bank can view the small 
account as other than a nuisance and 
a source of loss unless it pays a service 
charge? What about overdrafts, and 
drawing upon uncollected funds? 


“QEVERAL banks have closed here in 

recent years and some of their cus- 
tomers have come to us, naturally, as 
the only bank now in Milaca. Some 
of them have had to be educated to 
our tighter and more orthodox methods. 
It was because the other banks per- 
mitted or tolerated looser methods 
that they were forced to close. These 
new customers have intensified our 
problems. 

“We of the bank can not be every- 
where, can not hear all the things that 
are said about or against us. When 
we do have a chance to meet a criti- 
cism and explain our practice, some 
hearer may discount the explanation 
as coming from interested persons. 
By the device of the ‘junior board’ we 
broadened our range of possible con- 
tacts with the critics and the unin- 
formed, and besides had a group of 
disinterested folk, with no axes to 
grind, to speak for us. The idea, you 
see, was first to educate the board and 


(Continued on page 29) 
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‘*‘The advantages to the bank and to the customer 


of warehouse receipt collateral are many. 


Un- 


questionably a great many banks which are not 
now using this method could profit by adopting 


it,’’ says George C. Dreher. 








By George C. Dreher 


Vice-president, First Wisconsin National Bank, Milwaukee 


gral part of banking. In some 

sections of the country, notably 
those where cotton, grain, and wool 
must be financed, they are a major 
activity of almost every bank. It is, 
however, surprising to find a lack of 
familiarity with the subject among 
many banks, especially those of the 
small communities. 

The advanatges to the bank and to 
the customer of warehouse receipt 
collateral are many. Unquestionably 
a great many banks which are not now 
using this method could profit by 
adopting it. It makes, when properly 
handled, for loans which are absolutely 
safe. And it permits loaning large 
sums to many customers who might 
otherwise command a much smaller 
line of credit, or no line at all. Both 
of these advantages are particularly 
important in times like these. 

Our state produces tremendous vol- 
umes of foodstuffs and other farm 
products which must be financed from 
harvest to consumption. About one- 
half of all the peas canned in the 
United States are grown and canned 
in Wisconsin. Our farms yield large 
crops of sweet corn for canning, beans 
for canning, fruits for canning, cheese 
which must be aged and in some 
instances processed and packaged for 
marketing, tobacco which must be 
aged before it can be made into cigars. 
The canner, packer, or co-operative 
which handles a substantial volume in 
any of these lines requires credit far 
beyond the legal limit of its local 
banks. So a great many such loans 
come to us. 

Until a few years ago, we handled 
these just as any other commercial 


CO gat part of loans are an inte- 


loans. We loaned on open accounts, 
basing the lines on the statements of 
borrowers. But so great were the 
advantages to both the borrower and 
ourselves that we have gradually 
shifted over the bulk of this business 
to commodity loans with warehouse 
receipts as collateral. And all are 
better off for the change. 

To step, for a moment, outside the 
field of agricultural products, let us 
examine a situation which arose a few 
years ago. —Two young men came to 
town to open an agency for oil burners 
—this was when oil burners were com- 
paratively new, and competition had 
not blossomed on every corner. Their 
records were clean, they came of good 
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borrowed their full line—but pres- 
ently they came in to see us. They 
had all their cash tied up in the busi- 
ness they had done, as well as what 
they had borrowed from us. And they 
had several excellent prospects to 
whom they could unquestionably sell 
burners, if only they had the capital 
to do this excellent business. More- 
over, their factory was urging upon 
them the advantages of buying burners 
in larger lots, and offered a discount 
for carload purchases which would 
greatly enhance their profits per sale. 
What, they inquired, could we do for 
them? 

We could not do anything on open 
credit. Their net worth was not 
materially greater than it had been, 
their cash had shrunk to the bare 
minimum required for day-to-day 
expenses, they had accounts receivable 
in considerable volume. But we 
thought of our experience with con- 
modity loaning. So we financed them 
to purchase a carload of oil burners. 
which went into a public warehouse 
and for which we held the receipt as 
collateral. To get out a burner, they 
had to come to us and pay for it. They 
could manage this, and it worked out 
very nicely. Presently they had made 
enough money so that the plan was no 
longer necessary. Their business had 
grown in size and stability so that they 
could finance themselves. 
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Bank acceptance based on warehouse receipts 


families, they were energetic, com- 
petent salesmen. They had $4,000 in 
capital, and they came to us with 
letters of recommendation from their 
home-town banks. We agreed to lend 
them up to $1,000 on open account. 

They began selling burners steadily. 
They built up a small sales force, and 
their volume of business grew. They 


Consider the double advantage. 
These customers obtained working 
capital which they urgently needed. 
And the bank at all times held enoug!' 
oil burners as pledges so that, at thal 
time, we could have got out {from 
under very nicely. There was a brisk 
market for those burners by reason 0! 
the good selling campaign that had 
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been conducted. It might have taken 
us a month to turn them into cash, 
but there was no question about their 
value. Today we would not want 
such a loan, since oil burners are too 
competitive an article. But when we 
made it it was a good loan, both for 
bank and borrower. 

I have cited this incident not be- 
cause I recommend to other bankers 
that they loan on warehouse receipts 
covering non-staple articles, but be- 
cause it reduces to the simplest possible 
terms Just what a commodity loan can 
accomplish. It covers the lender —if 
the conditions are right. It permits 
the borrower to get more cash than he 
otherwise could—if he can meet the 
conditions demanded by the bank. 
Frequently it permits safe lending 
through the acceptance plan at a 
lower interest rate than would other- 
wise be possible, and at the same time 
gives the bank a net profit without 
using its own funds. But of this, 
more a little later. 


HE first consideration in a com- 

modity loan, assuming the existence 
of a ready market for the commodity, 
is its quality. This is usually rather 
simple to determine, since recognized 
methods of grading prevail in most 
commodities. Here the time element 
also enters, since some commodities 
become more valuable with age, while 
others deteriorate, and still others go 
in one direction for a period and then 
go in the other. An example of the 
latter is Swiss cheese, one of the com- 
modities which by its nature is cussed 
in the extreme. Newly made Swiss 
has a given value. Aging it improves 
it, up to a very definite limit. Swiss 
cheese of the right age is worth several 
limes as much as green Swiss. But a 
month later it is worth about 10 per 
cent of the maximum, since beyond 
the maximum age it collapses, its 
holes close, and it is usable only when 
melted and packaged. At the other 
extreme, Wisconsin tobacco becomes 
better for several years in storage, and 
in a stable market increases in value 
every few months. 

Quality is, then, something com- 
paratively simple if the banker knows 
anything about the commodity. But 
the really tricky part of the whole 
subject is in the character of the ware- 
house and the legality of its receipts. 
Unless a warehouse company is well 
financed, the bank which loans on 
goods in its warehouse may come a 
cropper. If the goods are allowed to 
deteriorate —as, for instance, through 
lailure to maintain a required tem- 
perature —or are removed without the 
bank’s permission, there is little 
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A negotiable warehouse receipt 
with surety bond attached 


nourishment to be had from a ware- 
house company weak in its finances. 
This is the first requisite. 

The second requisite is the validity 
of the warehouse receipt. And this, 
in turn. depends upon the warehouse 
laws of the state in which the com- 
modity is stored. Warehouse laws 
vary from eminently satisfactory to 
very poor. Hence it is not safe to 
assume that a warehouse receipt is 
good collateral simply because it looks 
so on its face. And the banker who 
makes a commodity loan without 
pretty comprehensive knowledge of 
the warehouse laws to which his 
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receipt is subject is likely to encounter 
serious troubles if he has to go into 
court to collect his loan. 

In general it may be said that a 
warehouse, to issue receipts that will 
stand up in court, must be in the 
public warehouse business as a bonafide 
warehouseman. The three essentials 
are: 1. A warehouse company operat- 
ing a warehouse on leased or owned 
premises; 2. Exclusive possession by 
the warehouse company of the ware- 
house and the property stored; 3. 
The issuance of negotiable warehouse 
receipts. 

These are definite and simple 


WILLIAM EL BANKS, ‘Ince Waspheqvemen 


Offieea, 208 South La Salle Street, Rookery Building, 


Hereby Ackunmledges to vas Beceived in its Warehouse No 


Subject to the order of 
The following described property, viz.: 
{500} cases, each case o 


CANNED CORN, of *FANCY coumtayGmrLm aN Grade. Placed in 
he 
Section Noe 3, First Floeg, 8nd all to be known as Lot No» 000. 
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and will surrender some upon payment of storage and charges and delivery of this receipt properly endorsed at its 


offices, Chicago, Illinois. 


It is egreed that said Warehouseman shall, in custody of the dbove nenerty. = the agent of the holder hereof, and is not responsible for loss or damage to 


property while in its custody from fire. water from any source, leakage, rufargieacyy age 


property. except as provided in the Uniform Warehouse Receipts Act of the 


ing, rust, vermin, retage, moths, change of weather of inherent qualities of the 


tate where the goods are stored. 


Storage rates, payable monthly, as specified on reverse side. 


Chicago, Illinois. 





WILLIAM H. BANKS, Inc., 








WD 
NOW THEREFORE, if the said WILLIA Sei. BANKS, INC., shall at all times honestly 


perform and fulfill all its duties as such 
so far as said 
warehouse receipts issued by said W 


, of Os 


sustained by said 


under the laws of the State of 
, Or assigns, may be concerned as the holder of 


. BANKS, INC., to the 
, and shall promptly pay any damages that may be 
» OF assigns, on account of any default or fraud of 


said WILLIAM H. BANKS, INC., as such warehouseman in connection with any and all ware- 


house receipts issued — — WILLIAM H. BANKS, INC., to said 
F this obligation is to be void, otherwise to remain in full force and effect. 


PROVIDED that the said Surety shall be notified in writing of any act on the part of said 


principal which shall involve a loss for which the said Surety is responsible 


, immediately 


hereunder, 
after the occurrence of such act shall have come to the knowledge of the duly authorized represen- 


tative or representatives of the Obligee herein, and a 


registered letter mailed to the Surety at its prin- 


cipal office in Chicago, Illinois, shall be deemed sufficient notice within the meaning of this bond. 


PROVIDED F' + raga that any suit at law or proceeding in equity brought against the 


Obligors on this bond to recover any 


claim hereunder must be instituted within 


six months after 


knowledge of any act on the part of said Principal which shall involve a loss for which the said 
hereunder 


surety is responsible 


shall have come to the duly authorized 


representative or representa: 


civen of the Cbligos heersin ond hat Gh: axld cuvcty dell ext bo Siiile Cagegees a greater sum than the 


penalty thereof. 


PROVIDED FURTHER, that this bond shall expire by limitation on the day 


of A.D 


, unless renewed by written certificate to that effect signed 


. 193 
by the surety, and that if renewed said bond shall be in force for the term stated in such renewal 


certificate. 


WILLIAM H. BANKS, INC., 








CONTINENTAL CASUALTY COMPANY. 





Attorney -in-Fact. 
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requirements. They must, however, be 
strictly complied with. In each in- 
stance, the requirement must be 
squarely met under circumstances 
which not only seem proper but also 
are proper. For example, what is 
represented as a warehouse may 
actually not be a warehouse. So- 
called subsidiary warehousing is the 
danger most frequently encountered 
in this respect. The borrower, say a 
canner, may organize a_ separate 
dummy corporation under his own 
control to warehouse his goods. Or 
the borrower may undertake to act 
as his own warehouseman. Under 
either of these circumstances, the 
borrower has too great a measure of 
control over the goods in storage. 
And when a bank appears in court to 
sustain its position as a_ preferred 
creditor secured by goods in such a 
warehouse for which the bank holds 
warehouse receipts, the courts almost 
uniformly relegate the bank to the 
position of a common creditor. 

This question seldom arises when 
the goods are physically transported to 
an established warehouse at a distance 
from the premises of the borrower, a 
warehouse in which the goods of many 
owners are stored. But it arises 
frequently in the case of field ware- 
houses —that is, warehouses operated 
on or adjoining the premises of the 
owner of the goods and intended solely 
or principally for storing his goods. 
Field warehouses are entirely legiti- 
mate, and they are coming more and 
more to the fore. But it behooves the 
banker to watch his step, to make sure 
of exactly what he is getting when he 
accepts the warehouse receipt of a 
field warehouse. 


N instance is where a field ware- 

house company leases from a manu- 
facturer storage space in his plant and 
places its own employees in charge. 
This is the ordinary method of field 
warehousing. The warehouse receipt, 
to withstand legal attack, must not be 
complicated with an underlying con- 
tract or terms in the lease other than 
would be necessary in the ordinary 
case of warehousing. The receipt 
should not in any way refer to the lease 
and there should be no other contract 
between the industry and the ware- 
house company, except the warehouse 
receipt. The receipt should contain 
rates of storage charges and any other 
condition under which the goods are 
stored, which conditions must not be 
contrary to the terms of the Uniform 
Warehouse Act. 

It is safe to loan money on warehouse 
receipts representing acceptable com- 
modities—if the warehouse receipts 
measure up to these standards and are 
not otherwise in conflict with local law. 
The banker who takes for granted that 
his warehouse receipts comply with 


these terms, instead of investigating 
each case on its merits, is going to get 
along all right until some question 
arises, or a bankruptcy takes place, 
or some other circumstance brings 
him into court to defend his position 
as a preferred, secured creditor. Then 
he is likely to get a great batch of 
sorrow administered in a bitter dose. 

The third major requisite of a sound 
commodity loan is the margin. In 
times such as prevailed a few years 
back, this was no great problem. 
Goods had standard values, and if 
they fluctuated in price it was usually 
upward. But under the conditions of 
the past two years, it is important not 
to loan too much. We follow in 
general the rule of lending a little less 
than the goods are likely to bring 
under the most distressed circum- 
stances. For instance, we have loaned 
$1 a case on peas during this past 
summer. We know no instance where 
canned peas have sold for as little as 
$1 a case, even where the seller was at 
the buyer’s mercy. If we _ should 
encounter any sales as low as $l, we 
should probably drop our next year’s 
loans to 85 cents or 75 cents. 


HE other yardstick in deciding a 

fair loan is 50 per cent of the cost of 
production in a well-run plant. For 
example, a cost of $2 per case which 
included all charges:for goods packed 
in Wisconsin the past season is not 
considered far out of line, though we 
are well aware that in some individual 
instances this figure has been bettered. 
Under these conditions an advance of 
$1 a case could be considered a con- 
servative one. 

This rule has another advantage, 
too. It results in sifting out all those 
applicants for loans who are trying to 
do business on the bank’s capital. The 
borrower who is_ sufficiently well 
financed to carry half the cost of his 
pack is not likely to get into serious 
difficulties. And, after all, we had 
much rather not find ourselves in the 
position of owning a lot of canned peas 
or filler tobacco. To be sure, occa- 
sionally we do have to take over some 
goods and sell them. But whenever 
this has happened, we have lost 
nothing. I know some instances where 
banks have come into possession of 
perhaps 50 per cent of the nation’s 
pack of some comparatively small, 
localized commodity. But while the 
banker has not enjoyed this situation, 
he has managed to get out with a 
whole skin if his loan was made right 
in the first place. 

This requirement of loaning only to 
borrowers who have enough capital of 
their own is particularly important 
nowadays. When times were flush, 
new businesses were started on very 
little money. For example, many a 
pea cannery was organized by a small 
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local group which raised perhaps 
$20,000, enough to put up a building 
and buy the necessary machinery. 
The cannery expected to operate on 
borrowed money—and if it was 
founded early enough to make a lot 
of money, it usually paid this all out 
in dividends. Consequently such con- 
cerns come up to these times with net 
worth very low indeed. The bank 
which loans them money is likely to 
find itself selling off canned goods 
instead of remaining in the banking 
business. Particularly is this true if 
prices fall and eat up a substantial 
share of the borrower’s equity in the 
warehoused goods. 


EFERENCE was made early in this 

article to the opportunity afforded 
by warehouse receipts to loan money 
without actually using up one’s own 
loan funds. This is done through 
acceptance financing, the acceptances 
being based on warehouse receipts. 
Basic commodities, such as_ grain, 
yield acceptances which may be re- 
discounted by Federal Reserve banks. 
But the acceptance of any outstanding 
bank, on good commodity paper, is 
generally in demand for short-term 
funds. 

These acceptances have their origin 
in warehouse receipt loans set up in a 
slightly different way. Instead of 
making each loan a separate trans- 
action and putting up the warehouse 
receipts for each note, the bank gives 
a borrower a line of credit based on 
his estimated requirements for the 
season, and takes warehouse receipts 
as the goods are stored. Then the 
borrower draws on the bank, and the 
bank accepts the draft and sells it to 
an acceptance dealer. We have done 
comparatively little acceptance busi- 
ness this past year because commodity 
loans afford so desirable a class of risk 
that we have preferred to invest our 
own money in them. 

Here, in brief, is the story of com- 
modity loans as it affects those banks 
so situated that they can take advan- 
tage of them. They afford today a 
safe, liquid use of funds for the bank 
which has more money to loan than it 
has good loans available. Properly 
made, I would rather have a good com- 
modity loan than many of the stock 
market collateral loans which are in 
banks today. 

And because a loan backed by valid 
warehouse receipts for marketable 
commodities is so safe, it permits 
advancing money far more liberally 
to many a customer than could be 
justified by an open line. Thus it 
serves as a means of pumping bank 
credit into businesses which can use 
it and deserve it. And thereby it can 
be helpful in rebuilding the country’s 
business structure as well as increasing 
the profits of the banks which use It. 
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CLEARING HOUSE 





HE November, 1930, 
mee of The Burroughs 

Clearing House pub- 
lished an article under my 
name, entitled ‘“‘For Profits 
We Choose Bonds.” Within 
a few days after the article 
was published I began to 
receive lettersefrom dif- 
ferent bankers agreeing 
or disagreeing with the 
theories and recommenda- 
tions of the article. The 
comment, either favorable 
or unfavorable, was inter- 
esting and pleasing to me — 
at that time — 1930. 

Now it is late 1932 and 
we all know what has 
happened to bonds, both 
good and bad. Therefore some sar- 
castic remarks by my fellow bankers 
who have felt that, as my friends, 
they were entitled to do some good- 
natured kidding, have fallen like salt 
in raw wounds. I have been asked 
too many times if I wrote that article, 
“For Profits We Choose Bonds.” 
Nor have I enjoyed being asked when 
we are going to tell about our 
bond profits again. But, being a 
glutton for punishment, I am going to 
write about bonds again. Amid boos 
and jeers I reiterate that even now, 
we choose bonds for profits, and the 
foundation of our secondary reserve. 











HE indictment against bonds as 

unreliable and untrustworthy assets 
in the bank’s secondary reserve has 
been shouted from the housetops by 
many during the past two years. But 
even before 1930 there were plenty of 
banks whose bonds, if any, consisted 
lor the most part of Governments and 
afew very high class, low yield issues 
which might as well have been Govern- 
ments, as far as yield and safety were 
concerned. Then a new group of 
“anti-bond” bankers appeared, for 
when bonds weakened in the country’s 
most vicious liquidating market and 
defaults popped up all over the land, 
many bankers decided that if they 
could get out of the bonds their bank 
then held, they would never buy any 
more. So, between the fellows who 








By Donald B. Smith 


Assistant Cashier, First National Bank, 
Mishawaka, Indiana 


never had bought any bonds except 
Governments, and the fellows who are 
now off of them for life, it is a wonder 
the investment houses paid expenses. 

There is no question but that a 
definite prejudice has been established 
against bonds as a bank investment. 
In the proceedings of the American 
Bankers Association, September, 1932, 
are several references to this attitude 
of bankers towards bonds. There are 
also, happily, statements of reassur- 
ance by those who should know, 
concerning the future of good general 
market bonds. 

Recently we talked with an executive 
of a large country bank whose invest- 
ment program and policy was extreme, 
to say the least. In justification to 
him and and his bank it should be 
stated that his bank is the only bank 
left in a city of 30,000 and that it is a 
re-opened bank, having closed its 
doors in 1931. He handed me his 
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(CU )hy We Still Choose Bonds 


Mr. Smith Comes Back to Defend Bonds 
for Profits and Secondary Reserves as 
He First Advocated in November, 1930 


statement of condition and 
said, ‘““Take a look at real 
liquidity. We can pay off 
in twenty-four hours.” 

““Yes,’’ I countered, “but 
are you making any money 
for yourselves?” 

“No,” he admitted, “‘we 
have lost a little, but we 
will make some if we grow.” 

I reserved my opinion 
for myself. He was carry- 
ing about 30 per cent cash 
reserve. Outside of a 
nominal amount loaned to 
local borrowers the balance 
of his reserves were in 
Government bonds which 
were probably purchased 
on an average of 101. 
Despite a rigid policy of service 
charges, his bank cannot expect to 
make money, and if the Government 
has to do some extensive financing 
there is a chance to lose on those 
Governments —if he has to sell. When 
asked why he did not buy some good 
general markets, my friend looked as 
if I had suggested playing a roulette 
wheel with the bank’s funds. We all 
admit the liquidity of his bank and its 
proof against any sizable loss, but what 
about earnings? This ultra-conserva- 
tive program of investments is familiar 
enough in banking and many banks 
have been run in this cramped style, 
both in prosperous and hard times. 


UMPING from the one extreme to 

the other there is the sad case of the 
bank whose bond account was, or is, 
made up of second-class issues which 
brought in such fat yields. When any 
investor sacrifices safety for income, 
he speculates. Of course there are all 
degrees of speculation, life being a 
continuous gamble, and any business 
enterprise has speculative modifiers, 
but these banks should have realized 
that they were receiving a premium 
for taking a chance. Now that they 
have lost, can they fairly blame bonds 
in general and assume that high grade 
bonds are not a good secondary re- 
serve? Right now, (November 1932) 
Atchinson 4’s of 1955 are at 91 and 
five bonds of the more important 


(Continued on page 26) 
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- Cr. Clutchbill Shows His Teeth 


Director Clutchbill Gets Out His Muzzle-Loader 
—and Once More Saves the Ferndale National 


URING the evening of December 
D 2ist while Aaron Clutchbill, 

director of the Ferndale National 
Bank, and his elderly sister, Miss 
Amelia Clutchbill, were contentedly 
sitting opposite each other at the sitting 
room table there came a wild and 
terrible scrambling across the front 
veranda followed by a rapid pounding 
of hoofs. 

Mr. Clutchbill lowered his paper and 
glared over his glasses at Miss Amelia 
who had dropped her knitting, 
snatched off her spectacles and was 
glaring back. 

“It’s that great overgrown horse of 
a dog of Judge Perkins’ chasing our 
Pekoe again,” said Miss Amelia, 
getting up and hurrying to the front 
door. 

Mr. Clutchbill rose and waited in a 
half-listening posture. 

“Yes,” came from the open front 
door, “‘he’s treed Pekoe in the maple 
again.” 

A series of shattering yelps came 
from the front lawn. Mr. Clutchbill 
slammed down his newspaper. He 
jerked his long legs grimly to the front 
door, snatching a broom from the hall 
on the way. 

“If I can get in hammering distance 
I'll slam that wolf clean over into 
Delaney’s pasture,” he growled as he 
hurried past his sister. 

“Look out he don’t bite yuh, Aaron 
.. . » Pekoe’s gone clear to the top of 
the maple, poor little critter.” 

Mr. Clutchbill made a bee line for 
Judge Perkins’ giant police dog. He 
spat on his palms and froze his hands 
on the broom with a grip which would 
enable him to slam the dog into a pile 
of bones. With a glow of anticipation 
he got close enough, lashed the broom 
back for a deadly reach and put every 
ounce into the swing. 

It missed. Mr. Clutchbill spun 
around twice and sat down with a jaw- 
rattling thud. 

“You great Eskimo cow!” he yelled, 
scrambling to his feet and slinging the 
broom end over end. 

A muffled yell told of a hit and it 
was music in Mr. Clutchbill’s ears. 

Leaving the broom where it had 
gone, Mr. Clutchbill stamped back. 

“T’ll shoot that dern dog the next 
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It was Miss Celia who found them 


time he trees our cat!’’ he hollered as 
he came up on the veranda. 

“Aaron ... be careful!’’ 

“T will! . . . 1 don’t care if Judge 
Perkins does own a third of the bank. 
Let him do what he wants to... I 
won't stand for having our cat and 
property run over like that!” 


OING straight through the sitting 

room and kitchen Mr. Clutchbill 
entered the woodshed and pawed in 
one corner till his hand found the cold 
barrel of an ancient muzzle-loading 
shotgun. He dragged it into the 
kitchen and examined it with fiery 
blue eyes. Under his thumb the great 
hammer rose like the head of a cobra 
with two muffled “clicks.” He put 
his lips to the priming nipple and blew. 
A cloud of dust and dead flies sailed 
out of the muzzle. After a hunt Mr. 
Clutchbill found an old powder horn 
and box of caps. He loaded the gun 


with a generous charge of black 
powder, then a wad of newspaper and 
on top a handful of salt from the 
kitchen salt box. When this was 
dumped down he followed it with 
another section of newspaper and 
tamped it down till the ramrod hopped 
clear of the barrel. While he twisted 
a copper cap on the nipple his sister, 
Miss Amelia, stood in the kitchen 
doorway and argued in a steady voice 
against the whole procedure. 

“There!’ crowed Mr. Clutchbill, 
paying no attention to her, “don’t let 
anybody touch this gun... I’m going 
to put it in the front hall. And it 
won’t have to wait long . . . not long, 
Amelia.”’ 

‘““You’re just getting yourself set for 
an awful mess, Aaron. No tellin 
what Judge Perkins will do. I wish 
you'd give it up.” 

*“Someone’s got to help our yaller 
and white kitten, ain’t they?’ fired 
Mr. Clutchbill. ‘“‘He’s too little to 
claw off that great . . . great’? —MIr. 
Clutchbill gasped for something mean 
enough —“‘great grisly Eskimo mon- 
grel.”’ 

It was an hour later before Miss 
Amelia could tease Orange Pekoe 
down out of the maple. She brought 
him in with his tail and eyes almost 
as large as his body. 

“Poor little cuss,” Mr. Clutchbill 
reached over and patted the little 
yellow and white kitten. 

Orange Pekoe slowly raised his 
tightly folded ears and gave Mr. 
Clutchbill an appealing look. 

“T’ll get him for you, Pekoe, if | 
can still point a gun.” 

Miss Amelia sighed and_ rocked 
Pekoe back and forth in her low 
rocker. 

It is now necessary, in order to 
realize what Mr. Clutchbill was up 
against, to cross the street and examine 
the body of the Hon. Judge Perkins. 
In the face he greatly resembled his 
police dog, Caesar; particularly so when 
his false teeth were removed. With 
his fangs drawn his muzzle would pop 
in and out when he talked thus giving 
to his mottled beard the aspect of a 
dog panting. Having retired from the 
legal bench he spent most of his time 
in the domicile of his ancestors, 4 
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large Georgian brick house, with four 


white pillars across its street facade, 
the whole being surrounded by a 
cedar hedge seven feet high. He had 
an obsession to be seen in public, 
growing out of his long “heat” on the 
legal bench. No.town meeting or 
annual bank meeting was held in 
which he did not rise and make a 
learned speech. At such times he 
dressed as though for a conclave of 
ambassadors, wearing a morning coat, 
grey striped trousers and eye glasses 
attached to a broad, flowing black 
ribbon. Financially, and what is of 
great interest to us and to Mr. Clutch- 
bill, he had accumulated 200 of the 
500 shares of the stock of the Ferndale 
National Bank. And he had let it 
leak out in recent years he would not 
mind sitting at the directors’ table. 

It was, then, such a gentleman who 
came out of his front door one noon 
shortly after Mr. Clutchbill’s valiant 
defense of his cat. Upon his advent 
into the noon air the Hon. Perkins’ 
ears were greeted with a_ blood- 
curdling series of yelps. Across the 
street and on the Clutchbill lawn a 
white and yellow streak was going up 
a maple. Dancing around the foot of 
the tree was his own dog. The Hon. 
Judge Perkins was about to scrutinize 
the mail box beside the door when his 
gaze became bent on a commotion at 
the Clutchbill front door. It had been 
violently flung open and Mr. Clutchbill 
was seen in full stride down the ver- 
anda steps with a long and warlike 
fowling piece in one hand. 
Judge Perkins clamped his 
jaw shut with his beard 
bristling. He came to the 
edge of his veranda and 
leaned forward. 

“Here! Here!! Don’t you 
dare shoot at my dog!’’ 

Mr. Clutchbill’s goatee 
never gave forth the slightest 
tremoratthesummons. He 
braced his legs firmly. The 
ancient muzzle-loader was 
hoisted up even with one 
fiery blue eye. It held 
poised a moment. Then, suddenly, 
the great hammer fell. 


“Wham-m!’’ 
Mr. Clutchbill’s shoulder jerked 
back. A red flash and balloon of 


smoke streaked across the lawn. 

Judge Perkins’ giant police dog 
snapped two great, eager hind paws a 
yard in front of his nose, fastened them 
to the turf with ten fully extended toes 
and sprung into the heavens, releasing 
every note on his upper register. 

Hie transcribed, as it were, an arc 
and lit in the road where he whirled 
around three times still trying with 
lrenzied enthusiasm for a higher note. 
Failing, he flew blindly for home, 
colliding with and nearly grounding 
the Hon. Judge who was madly 


padding down the brick walk toward 
the street. 

“What are you about? What does 
this mean? ... you-—you...! !” 
screamed the Judge, leaning over the 
curb with shaking fist. 

“It means,’’ Mr. Clutchbill hollered 
back instantly, “‘you can keep your 
grisly wolf to home . . . I won’t have 
him running over me or mine.” 

*“You’ll hear from this! You’ll hear 
from this!’ Judge Perkins was danc- 
ing up and down. 

*“You put a halter on that dog or’ — 
Mr. Clutchbill patted the gun barrel 
in the crook of his arm —‘“‘there’ll be 
lead in this here barrel next time... 
I’m warnin’ yuh.” 


UDGE Perkins waved both arms in 

the air. “Pll halter you... I'll halter 
you at the annual bank meeting — 
you ve seen your last day as a director.” 

“You go right ahead .. . and—and 
tell everybody you see!”’ 

Judge Perkins jumped into the air 
with waving arms and choked. He 
turned and padded rapidly for his door. 

It was only then Mr. Clutchbill’s 
goatee slowly began to recede from its 
horizontal position. He looked once 
at the little ball of yellow and white in 
the top branch of the maple, and 
turned toward the house. 

Miss Amelia stood white-faced in 
the hall when he entered. 

“What'd I tell yuh, Aaron? He'll 
get yuh out of the bank if he has to 
tear down every house in the village.” 
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‘‘What are you about? What does this 
mean ?—You—You—!!!”’ 
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“Let him try it! You get Pekoe 
out’n the tree.” 

Four days after the battle word 
came to Mr. Clutchbill that Cashier 
John Atwood wanted to see him at 
the bank on a very private matter. 

The old director called at the bank 
the next forenoon, and upon entering 
the front office received from Cashier 
John Atwood a whispered request to 
follow him into the directors’ room. 

“There is some very foxy horse- 
shedding going on, sir, that you ought 
to know of,’ stated John as they both 
sat down at the long table. 

*“Much obliged, John, I hope no one 
is getting a tomahawk poised for you 
or me.” 

“It is you, sir. I got the first hint 
of it three days ago when Judge 
Perkins came in here and demanded a 
bunch of blank proxies for the annual 
meeting.” 

“Hm! think he’s riled about some- 
thing?” 

“Apparently. It’s come _ pretty 
straight he is calling on the larger 
stockholders. He is first posing as 
public benefactor, offering, I am told, 
to place a memorial window in the 
village library, a window in five colors 
with the figure of George Washington 
or Thomas Jefferson as the trustees 
may choose.” 

*“A very noble and scholarly act,” 
nodded Mr. Clutchbill. | 

‘“‘And then,” went on John, he gets 
out a proxy while all are feeling grate- 
ful and gets ’em to sign it... . a foxy 
piece of business. I hope 
you will pardon me, but I 
heard you had a little row 
with him lately, so I can’t 
help thinking he might be 
trying to muscle you off 
the board.” 


“He is. He threatened 
me himself.”’ 
“Huh! Gosh! I don’t 


likeit, Mr. Clutchbill. Can’t 
I do something? We ought 
to start a backfire. The 
meeting is only three days 
away.” 

“No,” said Mr. Clutchbill with a 
far-away eye, “I shan’t need any 
human help, but I do hope we get a 
windstorm the night before the annual 
meeting.” 

John’s eye widened. Was Mr. 
Clutchbill contemplating assault and 
battery on the body of the Hon. 
Judge Perkins? Did he want a wind- 
storm to cover the sounds of battle? 
Or was it theft? The proxies... was 
that it? John and Mr. Clutchbill 
caught themselves staring at each 
other and suddenly each looked away. 

And there was wind on the night 
before the election. There was wind 
the night before that. A west gale 
had come over the mountains, and in 
January it was good for four days. 


(Continued on page 28) 
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HE scrutiny bestowed on Swedish 
economic activity as a result 


of disclosures incident to the 
Kreuger debacle has focused atten- 
tion on several phases of Sweden’s 
banking system. Opportunity is thus 
offered to observe a number of interest- 
ing aspects of bank organizations and 
management in that northern land. 
Any such study is bound to be of 
especial importance and _ significance 
to American bankers because Swedish 
banking life represents an intermediate 
stage between the unit bank system 
which is still predominant in America 
and the central and branch banking 
system which has been carried to its 
ultimate lengths in most of the 
Continental European countries. 
Oldest bank in the world is the 
Riksbank or Bank of Sweden, founded 
in 1656 and owned by the State. 
Seven men guide its destinies, one of 
them appointed by the King and the 
other six elected by Parliament. It 
alone has the power of note issue and 
its main function is the regulation of 
the monetary standard. Though em- 
powered by law to accept private 
deposits, it has never done so and is 
known chiefly as a bankers’ bank, its 
direct relations with the _ business 


— By Rodger L. Simons 
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Courtesy of Swedish State Railways 


sphere or general public being rela- 
tively unimportant. Its operations 
are largely restricted to the purchase 
and sale of foreign securities, the 
lending of short-time funds to banking 
houses against gilt-edged paper and the 
regulation of the rate policy of other 
banks through its own discount rate. 


"THOUG xH the present varieties of 

commercial banks in Sweden may be 
traced back to 1830, their activities 
over the first third of a century were 
of little importance, the bulk of credit 
flowing outside of rather than through 
banking channels. The modern organ- 
ization of Swedish banking dates from 
about 1870 and is represented in insti- 
tutions of two kinds. One is made up of 
the ‘‘enskilda”’ banks, private and with 
unlimited shareholder liability. The 
other are the “‘aktie’” banks, with the 
liability of shareholders limited to the 
original paid-in capital. Among the 
outstanding names of the former cate- 
gory is the Stockholm Enskilda Bank, 
a local Stockholm affair but of national 
and even international importance. 
It is headed by Herr Jakob Wallenberg, 
scion of a family distinguished in 
Swedish banking annals. Whether or 
not he is the wealthiest banker in 





Sweden, as popularly reputed, he is at 
least one of the smartest, for his voice 
was practically the only one of im- 
portance raised against the late Ivar 
Kreuger during the latter’s palmiest 
days. When the rest of his country- 
men were in wrapt adulation of their 
foremost business genius, Wallenberg 
steadfastly refused to climb on the 
bandwagon and sacrificed a certain 
amount of popularity by insistently 
professing to detect the very weak- 
nesses which have since been disclosed 
in the Match Monarch’s economic set- 
up —or frame-up, if you will. Hence it 
was right in his line when Wallenberg 
was named chairman of a committee of 
Stockholm financiers to make the first 
inquest into the Match Company’s 
affairs. Everything Wallenberg had 
foretold was revealed and he had the 
world’s sweetest chance to chortle, “I 
told you so.” Little wonder that stock 
in his bank remained at 2,200 crowns a 
share when other financiers were 
holding their heads in horror! 

In the rubric of limited liability 
banks, the foremost are the three 
major commercial banks of Sweden, 
Svenska Handelsbanken, Scandina- 
viska Kreditaktiebolaget and Gdte- 
borgs Bank. The first named, with its 


» 


Here, in Stockholm, overlooking a large public park, is the head office of Svenska Handelsbanken, one of Sweden’s three major 
limited liability banks 
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270 branches, is the largest, though 
not quite so old as the second on the 
list, which is courageously climbing 
out of a too intimate acquaintance 
with Kreuger paper. The third, with 
head office in the seaport city of 
Gothenburg, has much shipping and 
shipbuilding money behind it. 


STEADY process of consolidation 
and amalgamation has been in effect 
for several years and has reduced the 
number of banks in Sweden from 
ninety at the turn of the century to 
about thirty at the present time. This 
movement is owing chiefly to the con- 
scious desire of earnest and sincere 
Swedish financiers to establish large 
and sound banking institutions but 
has also been influenced by stringent 
conditions attendant upon the acute 
deflation period after the war. To 
the credit of Sweden’s banks it may 
be remarked that they passed that 
crisis without any loss to their creditors. 
Though more than half of the country’s 
banking business is enjoyed by the 
three big limited liability banks men- 
tioned above, there is still a good 
chunk of it handled by the locally 
operated regional banks, which have 
always proved of great service to 
provincial districts. Because the vogue 
lor amalgamation has passed, it is 
unlikely that these banks will be 
absorbed by the bigger fellows. Fur- 
thermore, no new amalgamation can be 
effected or new branch opened with- 
out authorization by the government. 
Including the 500 savings banks there 
are more than 1,000 banking offices in 
Sweden, or one to every 6,000 of the 
nation’s citizenry. 

Until a few decades ago Sweden was 
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Surrounded by foliage and flushed by 

waters of the Baltic Sea at Stockholm is 

the Riksbank, Sweden’s State Bank, and 
a stronghold of finance 
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predominantly an agricultural state, 
with little mobile capital. Coincidental 
with the decline in the relative im- 
portance of farming a great impetus 
was given to banking in Sweden by the 
general economic and industrial activ- 
ity in the early years of the century. 
The development of large industries — 
machine tools, pulp, electrical ma- 
chinery, matches, firearms, automatic 
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devices of intricate design —brought 
about a corresponding expansion of 
banks and their branches, which 
eagerly conformed themselves to the 
changing conditions and kept close 
pace with the growth of industry. The 
banks have usually underwritten in- 
dustrial bond issues and sometimes 
even stock issues, though the latter 
has more often been done indirectly by 
the acceptance of newly issued certifi- 
cates as collateral for loans. 

A further urge to the expansion of 
banking facilities in Sweden was the 
economic holocaust of the war, which 
suimulated financial transactions in 
general and thus served as a spur to 
banking. The boom years which fol- 
lowed just after the war had an addi- 
tional effect on the extension of banks 
and branches throughout Sweden. 
This, of course, has been succeeded by 
the inevitable retrenchment and con- 
centration of forces concomitant to 
the deflation into which Sweden, in 
common with the rest of the world, 
has been plunged. The manner by 
which the commercial banks reduced 
the number of their branches was 
intelligent. After each head office had 
made a careful study of its network, 
deciding on the elimination of those 
branches that were deemed unneces- 
sary, they conferred with each other 
and with the Board of Bank Inspectors. 
The result was a more systematic 
distribution of branch banks and a 
drastic removal of needless competition 
through the exchange or discontinu- 
ance of certain offices. Similarly the 
savings banks reduced the number of 
their offices during the same period 
of crisis, though in doing so they 
managed to absorb an in- 
creasing proportion of deposits 
from the public. 

And that introduces the 
unique situation of the number 
of categories into which 
Swedish bank accounts may 
fall. Instead of the two major 
divisions familiar to American 
bankers, namely savings and 
checking or commercial, they 
have five leading varieties. 
With their amusingly long- 
syllabled local names given 
in parentheses, they are: cur- 
rent account (l6panderakning), 
14 days’ notice (uppsdgning- 
srakning), savings account 
(sparkasserakning), one to six 
months’ notice (depositionsr- 
akning) and four months’ 
notice (kapitalrakning). The 
idea of accounts having a 
certain length of “‘notice’’ is 


Under these two massive stone 

arches of the Riksbank, the 

roadway leads to Stockholm’s 
Royal Palace 








Eighteen 


that the depositor cannot withdraw his 
funds, or sometimes not more than a 
certain stipulated fraction of the bal- 
ance, without giving notice of such 
intention as far ahead as indicated in 
the name of the account. This is one 
of the stunts resorted to by Swedish 
bank managers to stimulate deposits 
by making accounts as flexible to a 
customer’s needs as possible. These 
various notice accounts bear interest 
ranging from % to 3 per cent below 
the official discount rate. 

The offering of savings account 
privileges by commercial banks is a 
rather new thing over there and to 
forestall competition between com- 
mercial and savings banks it is provided 
that the former cannot accept money 
on savings accounts in excess of 4,000 
crowns, or about $800 at the present 
rate of exchange, except that accrued 
interest may be credited over and 
above that total, at a rate from % to 
1 per cent below that on long time 
deposits. According to rule the cus- 
tomer cannot yank his money out on 
less than a week’s notice, but the banks 
have rather generally modified that ar- 
rangement to permit a depositor to with- 
draw up to 1,000 crownsin any month 
without giving notice. If a customer is 
obliged to take out all of his money, 
even against the notice provision, he is 
assessed a small charge for the privilege. 

At the present time the proportion- 
ate line-up of deposits in Swedish 
banks is substantially this: 

Long-time money, 4 months’ notice 


NS ban ook se bw. 064 oo as a7% 
Short-time money, 2 to 4 weeks 


ee Leb ene deeseeeenewes 8% 
Demand deposits............ esse | 
Savings accounts, 1 week’s notice... 23% 


Since 1930 the commercial 
and savings banks throughout 
Sweden have been about equal 
as to number of branches per 
unit of population and also 
in average deposit. In all 
classes the average amount on 
deposit is about 400 crowns, 
$100 in normal times but 
about $80 now. 

In the past the two major 
groups of banks have catered 
to different classes of the 
citizenry. The savings banks 
have drawn most of their 
patronage from the heavily 
populated agricultural districts 
throughout central and south- 
ern Sweden, while the com- 
mercial banks have been con- 
fined to customers in cities 
and industrial communities. 
This differentiation, however, 
is being erased. The savings 
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In the central background, the 

Kreditaktiebolaget daily wit- 

nesses the march of troops 

across the North Bridge as the 

guard is changed at the Royal 
alace 
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Scandinaviska Kreditaktiebolaget, 

Sweden’s oldest commercial bank. Like 

its colleagues, it operates many branches 
throughout the kingdom 
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banks are becoming more and more 
favored by urban dwellers and the com- 
mercial banks are asserting a foothold 
in agricultural localities, often taking 
over savings banks of shaky aspect. 
Competition between the two types 
is easing off a bit through the adoption, 
as much as possible, of uniform interest 
rates. It is the aspiration of the govern- 
ment that the banks shall co-operate in 





some mutual friendliness with its own 
Riksbank in the latter’s general interest 
policy. 

A situation which cannot fail to 
strike a bank-minded observer in 
Sweden is the meager extent to which 
checks are used in that country of 
good food and gracious people. Only 
about 12 per cent of the accounts are 
of the current variety or what we call 
checking accounts and such checks as 
are issued still serve chiefly in their 
earlier historic sense as orders on a cus- 
tomer’s own bank rather than as widely 
circulated and negotiated instruments 
of payment to a person other than the 
drawee. By the Swedish Check Law 
of 1898 the use of checks is enshrouded 
by a number of special provisions. 
Thus the word “‘check” must expressly 
be used in the text, in addition to the 
usual phraseology readable on a check. 
Moreover, the law makes a distinction 
between a “local”? check, payable at 
the place of issuance, and a “‘distance” 
check, payable elsewhere. There is 
still further a stipulation as to the 
time (varying from three to ten days) 
within which a check must be presented 
for payment to preserve the right of 
recourse against drawer and transferer. 


N lieu of a wide use of checks there 

has grown up a practice of issuing 
bank post bills. Practically equiva- 
lent to a cashier’s check or a bank 
draft, a bank post bill is a sight bill 
drawn by a bank on itself, by a branch 
on its head office or by one bank on 
another. Paying cash, customers cal 
buy them in any amount and no fee 
is charged for the service. Because 
the banks have an agreement among 
themselves to honor the bank post 


(Continued on page 26) 
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—A California State Bank 
CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1932 
RESOURCES 
Se Pee AS a'Caltornia Sate Bank COMBINED 
ioe Cash in Vault and in Federal Re- 
cv, serve Bonk. .s « « « s% $ 33,557.086.80 $ 1,465,252.29 
;: Deposits with Other Banks and 
< ee ee ee 30,740,230.26 4,907,017.28 $ 70.669,586.63 
United States Bonds and Certifi- 
own cates of Indebtedness. . . . 170,185,616.32 6,717,948.05 
arest State, County and Municipal 
a ea ae 74,221,109.96 8,972,388.61 
1 to Other Bonds and Securities . . 15,845,823.27 _ ____4,207,147.77 280,150,033.98 
j in Stock in Federal Reserve Bank . 2,700,000.00 None 2,700,000.00 
hich Loans and Discounts. . .. . 480,675,373.55 27,197 ,643.01 507,873,016.56 
y ol A4Bank Premises, Furniture, Fix- 
Only tures and Safe Deposit Vaults 41.777,824.04 2,349,996.75 44,127,820.79 
' val Other Real Estate Owned. . . 5,947,135.02 404,756.97 6,351,891.99 
ae a Customers’ Liability on Account ‘ 
thei of Letters of Credit, Accept- 
1 cus- ances and Endorsed Bills . . 10,821 ,234.88 5,500.00 10,826,734.88 
rw Other Resources ...... 9,837 913.12 65,290.38 6.903.203.50 
nents Total Resources. ..... $876,309,347.22 $56,292 ,941.11 $932,602,288.33 
in the 
Law 
ital LIABILITIES 
sions. Capital . $ 50,000,000.00 $ 4,000,000.00 
ressly Surplus . ios ae wd 40,000,000.00 1,750,000.00 
: - Undivided Profits. ..... 9,890,774.17 697,999.52 
: one 6 ck ea we eS 7.498,114.14 628,948.13 $114,465,835.96 
“ os Cee 8 6k 4 ee 45,500.000.00 None 45,500,000.00 
aol Rediscounts and Bills Payable . 11,875,839.49 None 11,875,839.49 
ore is Liability for Letters of Credit 
o the and as Acceptor, Endorser or 
avs) Maker on Acceptances and 
sented Foreign Bills. . . 2... 11,096,808.35 5,500.00 11,102,308.35 
ght of Deposits: Commercial . ... 165,541 ,932.61 10,737,248.32 
sferer. re 534,905 878.46 38,473,245.14 749,658,304.53 tT 
Total Liabilities... ... $876,309,347.22 $56,292,941.11 $932,602,288.33 
et THIS STATEMENT INCLUDES THE FIGURES OF THE LONDON, ENGLAND, OFFICE OF BANK OF AMERICA N. T. & S. A. 
ssulns 
or t This figure represents an increase of $90,354,000.00 since March 12, 1932. 
_ bank 
soho 2410 BANKING OFFICES 
snk on IN 243 CALIFORNIA COMMUNITIES 
rs can BANK of AMERICA NATIONAL TRUST & SAVINGS ASSOCIATION... a National Bank... and 
a fee BANK of AMERICA...@ California State Bank...are identical in ownership and management. 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


INETEEN hundred and thirty- 
N two was a year which bristled 

with problems. Consider one 
banker’s case. He read last summer in 
a leading bank journal a well-written 
article by the governor of an important 
Federal Reserve Bank, urging banks 
not to wait until an emergency was 
upon them before making contact with 
their reserve institu- 


Why not try out the advertising idea 
on a limited scale and see if any ac- 
counts are opened. Of course all three 
reactions are wrong. Very few banks 
exist that cannot afford to advertise. 
Most of them spend far too little on 
advertising. Secondly solicitation, 
though sometimes in order, is not 
advertising and never will be and 

should not be confused 





tions. Instead of frenzied 
all-night sessions for the 
examination of collateral 
and statements, the 
banker was urged to 
take time by the fore- 
lock and to make his 
preparations long before 
there was a sign of 
trouble. The banker in 
question did this and 
though not in the least 
pressed for money, he 
visited the Federal Re- 
serve Bank of hisdistrict, 
and in the same build- 
ing, the local office of the 








MR. SANDERS 


with it. Thirdly, test 
checks in bank advertis- 
ing hardly ever yield 
traceable results. Bank 
advertising does not 
work that way. But 
over a period of years 
the bank that advertises 
consistently and_ skill- 
fully will be richly repaid. 


* * * 


It is difficult to ex- 
plain to people just how 
the much-publicized 
Home Loan Banks are 
set up. Numberless poor 








Reconstruction Finance 

Corporation. The latter agreed to 
give him a line of credit of $2,000,000, 
which he had no expectation of using. 
However, Congress took a hand and 
enacted the famous—or infamous — 
publicity provisions, so that suddenly 
one day the local newspaper came out 
with headlines that the bank had bor- 
rowed two millions from the Recon- 
struction Finance Corporation. Before 
confidence was re-established, they had 
to take full advantage of the entire 
amount. 


* * * 


"Member when they used to sweeten 
up bond issues by making them con- 
vertible into common stock at the 
option of the holder? 


* * * 


Also the time is past, as Philip 
Withermore remarks, when the silvery 
tones of the star salesman, assuring 
the banker that there are only a few 
left, constituted the strongest argu- 
ment for the purchase of a block of 
bonds. 


* * * 


Most bankers when considering an 
advertising campaign tend to go off on 
one of these angles: (1) Cannot afford 
it; (2) Why not spend the money on 
direct solicitation of accounts; or (3) 


people facing foreclosure 
come to their bankers and ask how they 
can take advantage of the “relief” to be 
made available. They have been 
assured again and again that help is 
just around the corner, yet when the 
facts emerge, there is but little help 
possible to those in real difficulties. 
Loans will only be made on the 
strongest mortgages, and then in most 
cases to loaning organizations such as 
building and loan associations. It 
seems a far cry to any effective help 
for the unemployed home-owner. 


* * * 


One of the world’s meanest people 
has been found. Although rich, he 
uses prepaid reply envelopes sent out 
by the bank with its trust advertising, 
to send in his deposits to the bank 
by mail. 


* * * 


The bank had a mortgage on an 
apartment house, and was obliged to 
foreclose. The owner removed all 
furniture and the bank had to re- 
furnish before the property had any 
operating value. Now in all cases of 
mortgages on apartment house prop- 
erty a chattel mortgage is taken on 
the furnishings, so that if it should be 
necessary to operate the place, it 
would be found to be fully equipped. 
It might be well for every loaning 
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officer to consider whether he has any 
property as security that would be 
useless without certain fixtures or 
machinery —and, if so, take a chattel 
mortgage on the equipment. 


* * * 


A lady had opened her safety deposit 
box and claimed that certain jewelry 
could not be found. After telling the 
manager of the department about it, 
the following dialogue went on. LADY: 
I want the bank to put an advertise- 
ment in the newspaper stating that the 
jewelry was lost out of its safe deposit 
vaults, and offering a reward for 
recovery. MANAGER: Why, Mrs. 
________, I hardly think the bank 
could do that .... LADY: I don’t 
see why not. It was through the 
bank’s carelessness that my jewelry 
was not found. If I left it out of the 
box, one of your young men must have 
found it, and if I put it back in the 
box, it would still be there. By the 
way, have you tested those young 
men? MANAGER: I don’t hardly 
know what you mean by testing them. 
LADY: Well, if you don’t you ought 
to. (Hangs up.) 

Needless to say, the lady found 
afterwards that she herself had taken 
the missing jewelry out of the bank 
and had forgotten to return it. Inci- 
dentally it is a queer twist in human 
nature when valuables are mislaid, 
immediately to suspect the safe deposit 
employees. People do it every time. 
and then apologize deeply and quite 
sincerely when their suspicions are 
found to be groundless. 


* * * 


the New Era (1933 
“Corkscrew Prosperity.” 


Slogan for 
Model): 


* * * 


An attorney complains that by 
their professional ethics, lawyers are 
forbidden to advertise for clients, yet 
trust companies are under no such 
restriction and may actively solicit 
business. A new angle, this, on the old 
controversy between the attorney and 
the corporate trustee. 


* * * 


To meet competition for savings on 
the part of building and loan associ- 
ations, some banks created trusts, 
deposited mortgages with their own 
trust officers, and issued certificates 
against these, with a margin of 1% 
per cent or so between the rate on the 


‘mortgage and that on the certificates. 


These certificates were also used for 
the investment, in many cases, ol 
trust funds. The depression is testing 
all such plans and some of them are 
failing, particularly where mortgages 
were made that were not of the very 
highest character. When default occurs 
in such cases, the bank’s own loaning 
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The carriage is entirely controlled from 
the keyboard. At a touch of the carriage 
return key the motor instantly returns 
the carriage to the next writing posi- 
tion, automatically spacing the platen. 
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Provides an ease in typing that greatly lessens fatigue and 
increases production, because an electric motor returns the 
carriage and shifts the platen. The typist’s hands never leave 
the keyboard .... The motor and its mechanism are com- 
pletely enclosed in the typewriter case, without change in the 
size, attractive appearance, standard features or scientific 
design of the typewriter . . . . This new product is distinctly 
Burroughs in quality, material and workmanship. Investigate its 
new and advanced construction, the ease it brings to typing and 
the results it produces. Call or write the nearest Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
Manufacturers of ACCOUNTING MACHINES . TYPEWRITER BILLING MACHINES , ADDING MACHINES 


TYPEWRITER BOOKKEEPING MACHINES . STATISTICAL MACHINES . CALCULATING MACHINES 
CASH REGISTERS . TYPEWRITERS . CORRECT-POSTURE CHAIRS 








Twenty-two 


department is practically forced to 
buy back the mortgage, and if in the 
meantime deposits have fallen off, the 
legal limit of 50 per cent on savings 
may have been reached. Bank money 
ought to be kept out of the mortgage 
field, except for the choicest risks. 
* * * 

City banks with numerous corre- 
spondents can be of real service to the 
latter in two ways: (1) By providing 
skilled auditors to assist the directors 
in their periodical examinations as 
required by law; (2) By analysis and 
recommendations for the country 
bank’s bond account. However, the 
country bank should be willing to pay 
adequate fees for both these services, 
and should not expect them to be 
furnished free. 

* * « 

The longer the check tax is with us, 
the less we like the idea of changing it 
for a stamp tax. The bank would have 
to tie up funds in keeping a supply of 
stamps on hand at all times. Checks 
presented unstamped would either 
have to go back, or someone would 
have to take the time to buy and affix 
the stamps. Local merchants would 
have to pay for many stamps rather 
than return checks received by them. 
The intent of Congress was that the 
tax should fall on the maker of the 
check, and this is certainly accom- 
plished under the present system. In 
this bank we post an extra 2 cents with 
every check and find it is much simpler 


and more effective than counting up 
and charging the checks once a 
month. 

* * * 

The working of our minor bureau- 
cracy was shown the other day. A 
business man was in desperate straits 
for money, and his wife, a fine woman, 
conceived the idea of making an honest 
dollar by baking bread for some of 
her neighbors. Soon there came some 
minor inspector in brass buttons who 
informed her that she would be 
arrested and fined unless she (1) paid 
a $50 city license, (2) wrapped each 
loaf before selling it, and (3) had her 
name printed plainly on each wrapper. 

* x * 

There is a strange idea that type- 
writers cannot be operated by male 
hands. Perhaps because by custom, 
girls so often learn stenography, boys 
who can do even a fair job on a type- 
writer are quite scarce. Yet there is 
no earthly reason why typewriters 
should not be used for many of our 
forms with its greater legibility and 
neatness and the automatic production 
of duplicates. A typewriter should be 
in every teller’s cage. 

* * * 

Several cases occurred recently in 
our bookkeeping room where ledger 
clerk and statement clerk made the 
same mistake. As they are supposed 
to work entirely separately, a close 
inquiry was made, and three ways 
were found in which duplicate mis- 
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takes could be made: (1) In a doubt- 
ful signature, the statement clerk would 
ask the ledgerkeeper, more familiar 
with signatures, to which account the 
item should go; (2) A new stencil 
being required, the items for an 
account were laid aside until next 
morning, then both posted to the 
account, which in this case was the 
wrong one; (3) In a “parallel run,” an 
error was corrected, but the wrong 
way, making two identical errors. 


* * * 


To Luke Dempsey, Bank of America, 
San Francisco, we are indebted for the 
following: 


“th 


If you can run your batch when all about 
you, 

Are ruining theirs and blaming it on you: 

And keep your items straight when others 
doubt you, 

Do all your work and get through early, too. 

If you can keep your sunny disposition, 

When officers want things without delay: 

And customers keep asking foolish ques- 
tions; 

And never even think about your pay. 

If ~ can keep your shoes all nice and 
shiny, 

When your feet are trod by others’ dirty 
shoes; 

And always keep your cash sheet right in 
balance, 

And never moan about A.I.B. dues. 

If you can pass the tests just mentioned 

And still can keep your head above the mo) 

Some day, perhaps, you'll be a famous 
banker 

If you’re lucky and don’t lose the job. 


From Losses to Profits on Incidental Services 


from a credit agency for a customer 
and pass it along gratis. Credit 
agency reports involve a direct ex- 
pense to a bank, and credit informa- 
tion from other sources often entails 
voluminous correspondence involving 
time and expense. Why not place the 
cost where it belongs? 

Nor does it make sense to me that a 
country bank accepts the account of a 
big-city creamery or cheese company 
and handles infinite numbers of two- 
dollar cream checks for the sake of a 
thousand-dollar balance. The cus- 
tomer will pay for his service if he is 
lirmly asked to. 

Along the same line is the chain- 
store problem. This has been given a 
great deal of consideration in our state, 
and the banks are gradually swinging 
into line. They have definite under- 
standings with chain-store treasurers 
that a given balance entitles the local 
unit to a specified volume of free 
service, and that all additional checks 
cashed, change made, cashier’s checks 
drawn, and so on, carry a fair standard 
of charges. Where this schedule is 
adopted, the chain store business is a 


(Continued from page 5) 


source of profit instead of a trouble 
and expense. At the same time, of 
course, the bank must be able to 
assure the chain that it is not per- 
forming without charge the same sort 
of service for local merchants who are 
the chain’s direct competitors. 


T would be possible to continue 

indefinitely this listing of common 
leaks and what can be done to plug 
them. Instead, let me refer you to 
the lists reproduced herewith. They 
will at least point out some of the more 
important leaks and suggest charges 
which are being successfully imposed 
by many banks. 

The value of such lists is not, of 
course, in any individual banker’s lack 
of ability to figure them out for him- 
self. Rather, they represent the 
thought and study of the subject given 
by a group of bankers who know the 
problem and know the business. And 
such a list is sure to include some items 
which can be made to yield a few 
dollars per month in revenue but 
which, at the same time, are so small 
that they would not justify the re- 





search and study necessary for an 
individual banker to work them out for 
himself. 

Let me reiterate that an important, 
probably the most important single 
aspect of developing new sources 0! 
bank revenue is that concerned with 
minimum balance charges and account 
activity charges. But far more in- 
portant than most bankers offhand 
think, our Illinois committee has dis- 
covered, are the incidental leaks whicli 
come from performing miscellaneous 
services either below cost or gratis. 

Perhaps your institution cannol 
attain an added revenue of $60,000 a 
year such as that of the Chicago out- 
lying banks already cited. Perhaps it 
can attain more. But let me assure 
you, from our committee’s painstaking 
study of the subject, that —unless you 
are exceptionally optimistic for 4 
banker in these times —whatever you! 
first estimate of the revenue attainable 
from miscellaneous service charges. 
when you add up the figures at the 
end of your first full month under 4 
fair schedule, you will be agreeably 
surprised. 
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| Restaurant Check Room 
* Tips Abolished 
» and P 
dirty Buying a hat is the only installment purchase you never 
ht in complete. You buy it once from the store and a thousand 
; times from check room attendants. It may be your hat, but 
it’s their meal ticket. 
red But not in a Statler hotel... Not after today! We’ve banned 
e mob gratuities at the check rooms of all our public dining rooms. 
amMous They’re barred — forever! 
% For years we’ve been trying to limit hat and coat checking 
expense and annoyance to our patrons. Years ago we posted 
signs declaring diners were not expected to tip. That helped a 
little. Then, for some restaurants, we had chairs constructed 
to hold hats on the rungs. That helped some more. We put 
racks inside certain dining rooms. Many guests availed them- 
selves of these and that too helped. 

But still a large number continued to pay the hat toll charge. 
yr an The custom was annoying to our patrons. We disliked it, too. 
ae for So we decided something conclusive had to be done. Now we've 
| done it. The attendants, hereafter, cannot and will not accept 
— a tip. 

. a You'll acclaim and help us with this reform. We know you 
= : will, because you helped us when we banished the tip-soliciting 
ces Ol attendants from our wash rooms, and applauded when we 
| with barred all surcharges at lobby news stands and cigar stands. 
count Statler pioneering, Statler leadership is continually blazing 
fe im- new trails to greater comfort, finer service, more perfect 
ffhand economy in hotel living. You know the Statler record... that 
as dis- these hotels were the first to provide a private bath with every 
which room, circulating ice water, a morning newspaper under the 
yneous door, free radio reception and a dozen other comforts. 

Lis. You know, too, that the friendly, courteous service you have 
-annot always received in these hotels has grown out of a genuine 
000 a desire to make life more pleasant for the guest. This last inno- 
"a out- vation, the abolition of the hat check tip at restaurant check 
‘ aps it rooms, is present day proof that our spirit of service marches on. 
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(Zanadian Notes and Comment 


ONSIDERABLE quiet progress 
.; has been made in western Canada 

in debt adjustment in the past 
year and farmers with obligations 
incurred on a $1.50 wheat basis are 
finding their creditors sympathetic. 
The first large corporation to announce 
publicly a debt adjustment and an 
interest reduction is the Imperial Oil 
Company. A ‘Five Year Plan” based 
on the price of wheat has been outlined 
by the company for the payment of 
debts owed for gas and oil by prairie 
farmers. The plan which goes into 
effect immediately wipes off all interest 
charges from 1929 and 1930 when the 
debts first accrued until October 1, 
1933. From then on principal and 
interest payments will be adjusted in 
direct ratio to the price of wheat 
prevailing on October 1 of each of the 
live years when installments will be due. 
All debts for products supplied in 
1929 and 1930 will be adjusted on the 
basis of 70 cents a bushel for wheat, 
which the company states was about 
the average price received by the 
farmers in the two years under con- 
sideration. If on October 1, 1933, 
the price of wheat is selling below 70 
cents the installment due from farmers 
will be reduced proportionately. This 
course will be followed in each of the 
next four years of the plan. If the 
price should be above 70 cents, the 
installments due will not be increased 
and the farmer will get the benefit. 
While past interest payments are being 
canceled, the company states that 
farmers’ accounts will be carried on 
the books after October 1, 1933, at a 
rate of 4 per cent interest. In making 
the announcement the company states 
that while many thousands of farmers 
in the west are in debt to them, the 
individual obligation is not large, that 
the company believes that in conditions 
caused by no fault of their own the 
farmers should be given all possible 
assistance by deferred payments, by 
low interest charges and by prorating 
their obligations to their earning 
ability. Western papers are com- 
menting favorably on the company’s 
action and the plan has aroused con- 
siderable interest throughout Canada. 


* - *” 


A rather lively controversy has been 
raging in Canada on the merits and 
demerits of the policy of the Dominion 
government in paying the Canadian 
gold mines a premium on their produc- 
tion. Briefly, the situation is as follows: 
Canada has embargo against gold 
exports and gold can only be shipped 


By G. A. G. 


from the country by special permit. 
The Canadian gold mines are required 
to ship their bullion to the mint at 
Ottawa where it is settled for in 
Canadian funds on the basis of United 
States dollars on the day received. 
Critics of this policy claim that the 
government is subsidizing the mines. 
That domestic prices or labor have 
not risen in relation to the depreciation 
of the Canadian dollar on the foreign 
exchange markets and that the mines 
are making excessive profits at the 
expense of the country which needs 
the gold to settle its external obliga- 
tions. An official of one of the large 
gold producers has confounded the 
critics by suggesting that the mines 
are really working against their own 
financial interest in complying with the 
Ottawa ruling. His statement as 
reported by the Northern Miner is as 
follows: “If the mines were per- 
mitted to export freely the effect of 
the stream of gold on Canadian dollar 
valuation might not be as large as it is. 
It would be just one more export like 
wheat, but handled as it is by the 
government, it is a very effective 
financial weapon. Ottawa can, and 
probably does, sell its gold when 
exchange is high and of course buys it 
at the ruling price when shipped from 
the mining camps.” The current 
discussion in Canada on the Dominion 
government gold policy can be said 
to be more or less academic. The 
mines in 1932 contributed around 
$63,000,000 in gold bullion at a time 
when it was most needed and the 
importance of the industry in the 
economic life of the Dominion is 
generally appreciated by Canadian 
citizens. 


* * * 


If there is an inflationist or a bank 
reformer left in Saskatchewan who has 
not appeared before the Saskatchewan 
banking commission, he must be sick 
in bed with the foot and mouth 
disease. Week after week, members of 
this commission which has been ap- 
pointed by the Saskatchewan pro- 
vincial government to study the Cana- 
dian Bank Act, have settled back in 
their chairs while witnesses have 
unfolded original plans to solve the 
economic ills of the country. Some 
have mildly suggested going off the 
gold standard, others would put gold 
in its place —in the dental laboratories. 
One wilness believes that everything 
is hopeless and such measures as going 
off the gold standard can, at its best, 
afford only a temporary measure of 


relief. In brushing the present bank 
act to one side, another witness 
appeared upset to think that men 
asking for credit for an enterprise had 
to submit a financial statement to a 
bank. The same witness made the 
startling assertion that this informa- 
tion immediately became available 
for use as they saw fit for men in a 
competitive line. Commissions cost 
money and one wonders what the 
Saskatchewan taxpayer thinks about 
some of these time-wasting witnesses. 


Tellers with long-standing shortages 
and Irrecoverable Debt Departments 
are no doubt watching and hoping 
as the Oxford Group tour swings across 
Canada. ‘A Changed Outlook on Life” 
resulting from contact with the Oxford 
Group has been responsible for the 
receipt of the largest single amount of 
conscience money ever recorded by 
the Dominion Government. The com- 
missioner of customs recently received 
a check for $12,200 delivered in person 
at Ottawa, the amount representing 
the duty, with compound interest, on 
articles brought into Canada over a 
term of years without payment of 
customs tax. 


* * * 


Hon. Howard McConnell, Saskatch- 
ewan’s minister of municipal affairs, 
has decided that New York has a 
pretty low opinion of Canadian silver 
coins. The minister from the prairie 
province recently returned from a trip 
to New York and he has assured his 
friends that while the slot-machines 
will take Canadian nickels, even the 
“bums” will not accept Canadian 
quarters. Talking with a friend at 
the entrance to a New York subway 
the Saskatchewan legislator was ap- 
proached by a panhandler with the 
usual solicitation of ““Help a poor guy 
get a meal, will yer mister?” Mr. 
McConnell did so to the extent of a 
quarter. The hungry man thanked 
him and sped away while the minister 
continued his conversation. In a few 
minutes the beggar again appeared 
with a rather worried expression on his 
countenance. ‘I can’t do nothin’ with 
that two bits you gave me,” he 
explained. “Yer had better keep it 
yerself.”. Mr. McConnell examined 
the coin and found that it was a 
Canadian 25 cent piece and good lor 
quite a good snack at a _ Regina 
restaurant. The man from the prairies 
was embarrassed. The panhandler 
looked at him suspiciously and 
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appeared about to call the police. | 
McConnell dug into his pocket and | 
paid again—in United States money. | 


* * * 


The month’s best ad for travelers’ 
checks will probably be charged to Sir 
Harry Lauder. A widely circulated 
dispatch from Portland, Oregon, indi- 
cates that the famous Scotch singer 
lost four $500 and three $20 Canadian 
bank notes which were stolen from his 
rooms. Sir Harry evidently did not 
believe in exchange but the banks get 
the last laugh at $2,060 expense to | 
Sir Harry. | 


* * * 


The design of the new Bank of 
Montreal Building at Ottawa has been 
chosen by the Royal Architectural 
Institute of Canada as showing the 
greatest architectural merit for struc- 
tures completed within the past three 
years. The gold medal of the Institute 
has been awarded to the firm of Barott | 
and Blackador, Montreal, who were 
architects of the Ottawa branch. 





* = * | 


Depositors are apparently more care- 
less with their bank accounts during a | 
depression than they are in prosperous 
times. Unclaimed balances in_ the 
banks in Canada totaled $3,200,954 
on December 31, 1931. This total 
which is the latest available shows a 
substantial increase over that of the 
previous year which was reported at 
$2,077,000. One banker claims that 
90 per cent of the unclaimed balance 
list is composed of depositors who have 
ignored bank notices or have moved 
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Crust Company 








Assets 


| Cash on Hand and in Banks 


United States Government Bonds — — 
tificates 


State and —— —_—" anit Other 
Bonds and Investments, including Stock 
in Federal Reserve Bank . 


Loans, Discounts and Advances 


Banking Houses and Lots and Other Real 
Estate ; 


Interest and Earnings Accrued and Other 
Resources 





away omitting to leave new addresses 
and who will turn up ““When they get 
around to it.”” The other 10 per cent, 
he says, probably rightfully belong to 
an “Unclaimed List.” 


* * * 


Some of the Canadian towns and 
municipalities who were experimenting 
with scrip as a way out of their 
financial difficulties are withdrawing 
the issues and abandoning the plan. 
Solicitors have suddenly discovered 
that the issue of scrip for circulation 
as a substitute for cash is illegal 
according to the Canada Bank Act. 


* * * 


Thirty-three countries are listed by 
the United States Department of 
Commerce as having officially sus- 
pended gold or gold exchange standard. 


Canada is one of the eleven other | 


countries said to be “not officially” 
but practically in the same category. 
Canada’s position has been described 
in some quarters by saying that, on 
the basis of the accepted definition of 
the gold standard, the Dominion is 
part on it and part off. Canada is 


Customers’ Liability on ne of Credit _ 
Acceptances Executed by this Bank . 


Total e oO e ad * e e 


Liabilities 


Capital Stock 

Surplus and Undivided cea 
Reserve for Taxes, Interest, etc. 
Dividend Payable, January 3, 1933 


Agreement to repurchase U. S. Government 
Bonds sold 


Deposits ; 
Other Liabilities 


Letters of Credit and Acceptances Executed 
for Customers : 





. ss ee 


Member Federal Reserve System 


$ 25,663,578.21 
23,668,484.40 
25, 163,385.36 
187,744,913.57 
9,858,883.78 
3,390,663.34 


866,172.12 
$276,356,080.78 





$ 13,800,000.00 
9,625,006.46 
965,800.56 
276,000.00 


9,413,317.50 
240,917,308.53 
492,475.61 
866,172.12 





Member Cleveland Clearing House Association 
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meeting her obligations payable at 
New York in New York funds. 
Dominion currency has at all times a 
substantial backing of gold, the gold 
support of the present note issue being 
around 44 percent. If one derives any 
satisfaction however in making the 
statement, it could be easily said that 
Canada was off the gold standard. Her 
currency is at a substantial discount 
and restrictions have been imposed on 
the export of gold. These restrictions 
which have been complained of are, 
however, mild as compared with those 
in force by some of the nations listed 
as Gold Standard countries. It would 
also appear that Canada’s efforts, 
under adverse conditions, to cling to 
the gold standard are of considerable 
interest to the United States in view 
of the close trade relations of the two 
countries. 


The Swedish Banking 
System 


(Continued from page 18) 


bills without special collection charge, 
their use has grown rapidly since the 
system was established in the fifties of 
the last century and the public finds 
the bills a cheap and convenient 
medium of payment. Except for its 
partial use in Finland, the system of 
bank post bills is peculiar to Sweden. 

There are, of course, many little 
matters of routine which differentiate 
the Swedish banks from their American 
confreres. Thus they not only have 
the familiar arrangement of a separate 
receiving teller but also two paying 
tellers. A person wishing to draw funds 
from his account presents his pass 
book and the curiously worded with- 
drawal slip at one window, where the 
usual entries are made. The clerk 
then passes it through a grillwork to a 
colleague, who verifies the amounts 
and pays out the cash. And as in the 
counting houses of England, the 
Swedish banking staff is much more 
lesiurely than an American’ bank 
force. They have an abundance of 
the mechanical gadgets indispensable 
to banking throughout the world but 
there never seems to be any hustle 
and bustle to get things done. In 
even the largest Stockholm and 
Gothenburg banking houses there is a 
feeling of the warm friendliness often 
characteristic of the litthe American 
cross roads bank. The Swedish bank 
clerk treats the customer, and especi- 
ally the dumb foreigner, as if it were 
the greatest pleasure in the world to 
wait on him. This gentility may be 
partly a matter of policy. But there 
is perhaps something to be said for 
the European who is courteous and 
“doesn’t mean it” as well as for the 
American who is’ brusque and 
“doesn’t mean it.” 


THE BURROUGHS 


Why We Still Choose Bonds 


(Continued from page 13) 


rails average 95 or better. They make 
pretty good secondary reserve. Some 
one may accuse me of hindsight 
compilation, but just the same, many 
bankers were well aware in 1929 
that their bond holdings were specula- 
tive as to quality, if not as to market- 
ability. 

Right here, before the shooting 
starts, because of the foregoing state- 
ment, allow me to say that I am well 
aware that many good bonds which 
were not considered in any way 
speculative in 1929, are now selling at 
a heavy depreciation and some have 
acquired a speculative tinge during 
the past twelve months. But if the 
buying policy of a bank has been for 
quality, in the top grade division of 
the railroad and public utility first 
mortgages of large and important 
companies, that bank has found itself 
with few or no defaults and with a 
comparatively good market for such 
bonds. 


ET us compare what might be the 

experience of a bank using good high 
grade bonds as a secondary reserve 
with a bank whose investment funds 
were in commercial paper and com- 
mercial loans. Assume that both banks 
are carrying a like amount of cash and 
have the same amount of deposits. 
During a general nation-wide depres- 
sion along comes a critical situation 
and both must meet heavy pressure, 
in the shape of say a 50 per cent 
liquidation of deposits. Now it is 
reasonable to assume that the market 
value of the bonds in the one bank is 
larger in total than the total of the 
commercial paper and commercial 
loans in the other. Lest we be criticized 
for assuming too much let us say, that 
in one financial center at least (where 
there were numerous bank failures) 
the banks who had invested their 
deposits in call loans, commercial 
paper, and commercial loans, had a 
much smaller secondary reserve than 
those who depended on bonds. They 
had done this because they felt that 
the very liquidity of their secondary 
allowed them to put more money into 
local loans. 

Due to the withdrawal of deposits 
both banks must get cash or close. 
It is true that the bank with high 
grade bonds as a secondary reserve 
takes a beating. It can borrow from 
the New York or Chicago correspond- 
ent or sell, say at a loss of 15 points, 
and either way it is going to cost 
money. 

The bank with commercial and call 
loans gets cash by discounting or 
selling its paper and calling the loans. 
If it has a smaller secondary reserve 
than the other bank and both suffer a 


large deposit shrinkage, the bank with 
smaller reserve is in a corner that 
much quicker. It is the first of the 
two that must begin to try to turn 
local loans into cash. This is almost 
a hopeless program in times of financial 
trouble. Another fact that banks 
have discovered who have put their 
faith in commercial loans is_ that 
while it is theoretically perfect to 
make a commercial loan to a manu- 
facturer or jobber who in turn makes 
or buys goods, sells the finished 
product, gets his money and pays off 
the loan, a lot of commercial credits 
are nothing more or less than capital 
floats which are renewed at maturity. 
True, there is some “‘cleaning up’”’ but 
a great many commercial loans are 
not as “‘seasonal’’ as they should be. 

All this is written with the point in 
mind that many banks which depended 
too much on the commercial type of 
loan found themselves with renewal 
notes instead of cash in bank. So it 
can be brought out that there is a 
possible pitfall in the use of commercial 
paper and call loans as a secondary 
reserve, considering the almost over- 
whelming temptation to have too 
small a percentage of funds invested 
in such an apparently liquid reserve. 
On the other hand, the major objection, 
as I see it, to bonds is the tendency to 
seek for yield instead of safety. The 
uncertainty of the second grade issues 
during the past two years has brought 
realization to all thinking bankers that 
they must hold a high proportion ol 
high grade bonds, and avoid sharp 
fluctuation values. 


DMITTEDLY there are questions 

of investment policy that every bank 
must decide for itself. Just what per- 
centage of its funds should be in bonds 
or loans or cash is something for each 
bank to judge, and judge wisely or 
suffer. But to say that bonds in 
general are not a safe or satisfactory 
secondary reserve is an unfair general- 
ization. Be it remembered that the 
most conservative life insurance com- 
panies, the mutual savings banks of 
the Eastern United States, the best 
managed college endowments, invest 
their surplus and reserve funds in high 
grade bonds. High grade bonds will 
be a reliable reserve as long as the 
industrial heart of the United States 
is beating. 

High grade bonds produce a satis- 
factory income and will, in normal 
times, show profit. They are accept- 
able collateral for borrowing purposes. 
With the utmost faith in the ability 
of our well-managed industries to 
meet their obligations, we still choose 
high grade bonds for a_ secondary 
reserve. 
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CLEARING HOUSE 


What of the Home Loan 
Banks ? 


(Continued from page 8) 


“If the building of the system should 
continue upon the sound lines clearly 
intended by Congress when the act was 
passed, a ready market will be devel- 
oped for the sale of its bonds. If, on 
the other hand, it should become the 
dumping ground for unsound mort- 
gages, which individuals and institu- 
tions may want to unload, no market 
can be developed for the sale of bonds 
and it can exist and grow only by 
direct government subsidy, at an 
enormous and growing expense to the 
taxpayers of the nation.” 


HAIRMAN Fort in commenting 

upon the operation of the system 
has stated that there has been con- 
siderable misunderstanding in the 
public mind, due chiefly to the direct 
loan clause added to the legislation 
on the floor of the Senate. 

“This provision naturally does not 
reach cases of genuine distress except 
in the rarest instances,”’ he said, after 
pointing out the restrictions as to 
values which must apply. “Relief 
from such distress must come through 
the other operations of the system 
which aim to make liquid the condi- 
tion of mortgage lending institutions. 

“The result of such liquidity —prop- 
erly availed of by the mortgage lending 
institutions —should be, first, to stop 
the pressure for the payment of mort- 
gages in good standing, and, second, 
to secure the refinancing of mortgages 
and making of new loans, through 
putting new funds at the disposal of 
lenders who are not restricted to the 
40 per cent basis of lending but may 
loan the same percentage of present 
values which they would loan in 
normal times.” 


Notice of Dishonor to 
Corporation Officers 


N order to enable a corporation to 

negotiate its note, certain officers 
and directors of the corporation en- 
dorsed the note as accommodation 
parties entirely without benefit to 
themselves. The note was dishonored 
upon presentment to the corporation, 
but notice of the dishonor was not 
given to the endorsing officers and 
directors. 

The officers and directors were, 
therefore, discharged of liability as en- 
dorsers, it being held that presentment 
to the corporation was not notice of 
dishonor to the officers and directors, 
Who were entitled as endorsers to be 
notified of the dishonor of the note. 
(Houser vs. Fayssoux, 168 North 
Carolina 1.)—C. R. R., Jr. 
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RATES FROM MANHATTAN TO 


Station To Station Rate 
Day Evening Night Person 
4:30 7:00 8:30 to 
A.M. P.M. P.M. Person 
to to to 
7:00 8:30 4:30 
PLACE P.M. a) Ge, ay © 
Akron, Ohio $1.80 $1.55 $1.05 
Albany, N. Y. 15 .65 .45 
Albuquerque, N. Mex. yf: 5.50 4.00 
Allentown (Lehigh Co.), Pa 58 45 35 
Altoona. Pa. . a les 1.00 wal) 
Amenia, N. Y. .5E 245 Bs 1) 
Amsterdam, N. Y. 8! By 5) .50 
Asheville, N. C. ety 1.95 1.30 
Atlanta, Ga. ; 2.45 Ah) 
Atlantic City, N. J. : 250 .35 
Auburn, N. Y. 90 Mell) 
‘ a 95) 


.55 
1.00 
.35 
.00 





Distant 











conta cts Where the charge is 50c or more a federal 
tax applies as follows: 50c to 99c, tax 10c; 
at $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c. 


low cost 


Many costs, in business pro- 
motion and control, are hard 

to keep within today’s budgetary limits. The 
cost of contact can be one exception— where Long Distance 
telephone service is used. 

In your telephone directory turn to the list of rates to 
distant points. (Above appears a section of this list in the 
Manhattan, New York City, book). Note the economy of this 
way to keep in touch with the far-off branch or customer. 

The low cost of Long Distance is one reason why this 
service has become so useful to business in these 
times. Another reason is the quality of the service, 
now maintained at the highest point in its history. 
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Sent 
on Request 


Patented 


REQUIRES NO PASTING 


“All Automatic? EASY SNAP 


Collapsible Storage File Box 











Manufactured Only By LOCK-SEAL 


STRAYER COIN BAG CO. - New Brighton, Pa. NIGHT DEPOSITORY BAG 


Requires No Padlock 
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60,103 
Bank 


Executives .. 


—Read 
The Burroughs 


| faint outlines of houses. 


Clearing House 


They Buy 


—for themselves 
—for their banks 


—for the other businesses 
in which many of them 
are interested. 


They Influence 


THE BURROUGHS 


Mr. Clutchbill Shows His Teeth 


(Continued from page 15) 


| That fatal night Mr. Clutchbill waited 


patiently till his sister, Miss Amelia, 
had gone off to bed. Shortly after her 
departure his shadowy form might 
have been seen with a long cane fish 
pole crossing the front lawn. He 
waited at the street till he was certain 
it was deserted in both directions, 
then crossed and entered the Perkins 
gateway. He was now hidden from 
the street by a high cedar hedge. 
Sudden and constant gales of wind 


| rattled blinds and clashed the maple 
| branches along the street. 


There was 
a moon but it was clouded under...a 
wild night with black chimneys and 
Mr. Clutch- 
bill had not lived beside the Hon. 
Judge Perkins for fifty years without 
knowing his habits. It was the Judge’s 
habit, for instance, to put his false 
teeth into a tumbler and set them out- 
side on the bathroom window ledge to 


| let them sweeten in the night air. 


—the investment of many | 
_ and placed the teeth in one of his old- 


millions of dollars 


—the purchase of millions 
of dollars worth of mer- 
chandise and services. 


HOW IMPORTANT IS IT THAT THEY 
KNOW ABOUT YOUR INSTITU- 
TION AND WHAT YOU 
HAVE TO SELL? 


THE BURROUGHS 
CLEARING HOUSE 


Second and Burroughs Ave., 
DETROIT 











| fashioned 


Mr. Clutchbill passed over the lawn 
from the hedge to the wall of the house, 
then around it to the rear corner. He 
lilted up his long fishpole, raked its 
stiff tip along a certain upstairs win- 
dow ledge. He was handsomely re- 
warded. A slight crash, muffled by 
the noise of the gale, sounded just 
beyond his feet on the frozen lawn. 
He put down the fishpole and began 
patting his hand around on the lawn. 
Almost at once he had the upper set 
of teeth and after a two minutes’ 
search gathered in the lower teeth. 
Avoiding several little patches of 
snow he went hurriedly back home 
for safe- 


congress shoes 


| keeping. 


HE next morning Mr. Clutchbill 
did all of his regular chores such as 
building a wood fire in the kitchen 


| range, and dumping the ashes out on 


a corner of the garden. He was rather 
glad of the last job; it gave him an 


| opportunity to further his plans with- 


out having Miss Amelia’s keen eye 


| too closely on his actions. 


As the morning wore on and 10 


| o’clock, the hour of the bank meeting, 


drew near there was considerable 
activity out on the Perkins lawn 
across the street. The Hon. Judge 
Perkins, his daughter, Miss Celia, and 
the man who came to tend the furnace, 


| were out wandering around the lawn 


with the slow, bent attitude of storks. 
Mr. Clutchbill put on his best black 


| fet halt, got out his silver-headed cane, 


used only on bank meeting days, and 
started leisurely for the bank. As he 
crossed the street the Judge’s daughter, 
Miss Celia, came outside the hedge 
and began hunting along its edge. 

Mr. Clutechbill bowed. Miss Celia 


In writing to advertisers please mention The Burroughs Clearing House 


came over often to sit and sew with 
his sister, Miss Amelia. 

““We’re having an awful time with 
father,’ Miss Celia confided in a low 
voice. ‘“‘He’s about wild.” 

“Not another heart attack, I hope,” 
said Mr. Clutchbill politely. 

‘No, he’s lost his false teeth. . . the 
wind blew ’em off the bathroom win 
dow sill last night. And father is so 
proud he won’t go out of the yard 
without them .. . and it’s almost time 
for the bank meeting. He wouldn't 
miss making his speech at the meeting 
for the whole of the state.” 

“Well, well, that’s most extra- 
ordinary troublesome,’ sympathized 
Mr. Clutchbill. 

“We're afraid,’ whispered  NMliss 
Celia, coming close to Mr. Clutchbill, 
“that the dog’s picked them up and 
lugged them off.” 

“Hm,” said Mr. Clutchbill, “that 
would be natural they do so 
resemble a bone, if you'll excuse me 
saying it.” 

‘Father suspects that’s what’s hap- 
pened, and he’s just about fit to be 
tied.”” 

“Huh, now, wait a minute. Let me 
think. Was it this morning I saw your 
dog trying to bury something over on 
the corner of my vegetable garden?” 

“Did you?” Miss Celia clutched 
hold of Mr. Clutchbill’s sleeve. “I 
must tell father.” 

Mr. Clutchbill had not taken twenty 
slow steps along the hedge before he 
heard someone bearing down on him. 

“Ware woth it the dog dug?’’ wailed 
the Judge, his limp lips popping in and 
out. 

“In the south corner,” stated Mr. 
Clutchbill with a cool eye. 

“But the e-exact spot ... you must 
show me.” 

Mr. Clutchbill took out his watch. 
“It’s ten minutes to 10,” he stated 
grimly. 

The words electrified the Judge. 
Ile was going to miss the meeting, 
miss getting up and making his annual 
address. Another whole year must 
pass. Suddenly he shot his hand into 
his breast pocket. He snatched out 
an envelope and pushed it into Mr. 
Clutchbill’s hand. 

“Take ’em, damn it! It’s. the 
proxies . . . where’d my cussed dog dig?” 

It was Miss Celia who found them. 
They were half hidden under some 
rubbish not far from where Mr. Clutch- 
bill dumped the ashes that morning. 
The old director very generously 
invited the Judge into the house s0 
that Miss Celia could clean up the 
teeth with warm water. 

At 20 minutes past 10 Mr. Clutch- 
bill and the Judge presented them- 
selves with profuse apologies at the 
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CLEARING HOUSE 


door of the directors’ room down at 
the bank. Cashier John Atwood looked 
up from a group of stockholders. His 
jaw dropped in astonishment while 
his eyebrows rose in two hitches to 
their highest register. 

Mr. Clutchbill winked one eye 
boldly at him. He could afford to 
wink and wink boldy, for in his pocket 
was over half the bank in proxies. 


The Junior ‘Board of 
Education’ 


(Continued from page 9) 


then let its members educate their 
associates. 

**Conversation over the counter, the 
running board or the dining table may 
get round to business and banking, 
with remarks showing ignorance of 
bank practice or with downright base- 
less criticism of banks. Then the 
junior-board man present has_ his 
opportunity. 

“The ignorance prevalent as to how 
banks operate is appalling. Some per- 
sons think a bank should make a loan 
to anybody on request, almost think 
a bank is required to do it. Aren’t 
banks in the business of making loans? 
Such persons know nothing of security, 


collateral. They don’t realize that 
banks are lending other  people’s 
money. 


“IT refused to make a loan to a man 
some time ago though I knew the 
applicant had ample security and was 


good for the amount asked. He 
demanded that I tell him why I 
refused. I declined to tell him. I 


said that a bank could lend or not lend, 
as it saw fit, and need not give reason 
for, or justify, its action. A depositor 
has a right to withdraw his account 
without explanation; the bank has the 
same right to reticence in passing on 
loan applications. This man was 
persistent. Several times he came to 
me and insisted that I tell him why I 
had refused that loan. Finally I told 
him. 

“*T refused to make you that loan,’ 
I said, ‘simply because I didn’t want 
to make it. I knew you were good for 
it. But there is no law that compels a 
bank to make a loan to anybody. 
Making a loan is a matter, not only 
of judgment, but of inclination with us. 
Now you’ve been running round in 
this community for a long time 
babbling about the way the banks of 
the country were skinning the public, 
running down banks in the abstract 
and my bank by name. Why should 
I care to do business with you, and 
especially why should I care to extend 
you an accommodation?’ 

“ve not heard of his doing any 
public running down of banks since. 
There are too many such babblers going 
about talking about matters of which 
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Banks like these 
wntall YORK 
VAULTS 


Your bank, too, can enjoy 














the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 


Los Angeles Branch, Federal 
Reserve Bank of San Francisco 














fer with you regarding the a es 
size and type of vault your 2g) 
bank requires. os 
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New York City 
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Buenos Aires Branch of the First National Bank Equitable Trust Co.—now Chase 
First National Bank of Boston of Chicago National Bank, New York City 
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AND BUILDERS OF THE WORLD'S GREATEST VAULTS 








NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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When You Investigate 
Hold-Up Protection— 


ET us show you why Padua has made such 

a record. Let us refer you to some Padua- 

protected banks so you can learn the satisfaction 

of experience. The wise hold-up man does not 

try to beat the Padua Foot Unit. He avoids 
the bank. 








NIGHT DEPOSITORY 


| THE BANK VAULT INSPECTION CO 
S SOUTH ISTH. STREET 
PHILADELPHIA, PA. 


| BCH-2-33 


Lift of foot sets off alarm 


PADUA Hold-Up Alarm Corporation 


No false alarm via the broom 


108 Seneca Street Cohoes, N. Y. 
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Name R 8B WILLIAMS 
Address 2846 TURNER AVE., 
BURROUGHSVILLE, MICH 


DIRECT LIABILITY 
The First National Bank 


19 s- ms 
19 oR ADDRESSM36 ADAMS AVE. 
19 a —_ 
OLD NO. | NEWNO. | cO-MaKERS (DESIGNATED *) DATE DUE “ewnore [ale ‘NOTE PAID nee S455 865 
MAKERS Deets a CREOITS Reneasnen ENDORSER COLLATERAL MAKER 
BROUGHT FWO 1933 20000 2,100.0 3,185.0 
47.61) 0 J SMITH oct 19 400.00)" AUG If 3,585.0d 
47.91| HENRY FRENCH SEPT 19 224.00; € AUG |g 424.00 
32.95 DO J SMITH ocT ti ciPe 1,OO0.00SEP 11 1,100.00 
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LOAN), 


This ledger shows a sepa- 

rate balance for maker 

(direct) and endorser (in- 
direct) liability. 











On this ledger only direct 

liability is posted and an- 

other sheet is used for 
indirect liability. 


Here the ledger has 5 sepa- 

rate balances (endorser, 

time secured, time un- 
secured, demand secured, 
demand unsecured) and a 
combined balance of all. 


Under these or any other loan 
and discount posting plans, a 
Burroughs posts all records 
neatly, economically and accu- 
rately. 








Sheet No. 

Authorized Line of Credit 
1933. 
19 
19 




















































Old Number New Number /Rate ENDORSER OR COLLATERAL Date Paid Date Due New Notes Payments Date Balance 
1.82/6 | R B WILLIAMS MAY 26 3,500.00 APR 26 3% = =—3,500.00 
| 1.82 7.2616 R B WILLIAMS JUL 26 1,000.00 3,500.00 | may 2733 =©1,000.00 
| 1282/6 | R B WILLIAMS JUL 26 2,150.00 JUN 26 %3 = 3,150.00 






























































CLEARING HOUSE Thirty-one 


AND DISCOUNT PLAN 


pa- 














Liability ledgers of three different loan and discount posting 


ker 

- plans are illustrated. Each was posted completely, including 
ect all typewritten description, on a Burroughs Loan and Dis- 
for count Machine. No matter what posting plan you are using 
as there is a Burroughs that exactly fits the work and will post 
_ all records neatly, accurately and economically. Special 
os Burroughs features speed up and simplify the posting. 
7 Call our nearest office for details 

ode 





BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


— Burroughs Loan and 


Discount Machine 













LIABILITY LEDGER 





NAME THE ARNOLD CO 














x ADDRESS 486 LIGHT SLOG. 2 
= eS — eee iia - oe sieeakd mean a + 
: 9817 | THE ARNOLD co way | | 1,000.00 
398 17 | THE ARNOLD CO é 500.00 
1.98)7 | THE ARNOLD co . $JUN 4 §,000.00 §,000.00 | 
4.55i7 THE ARNOLD CO iDEM 410,000.00 : 


3.00:7 | JAMES SMITH JUN S | 135.78 135.78) 


















































Burroughs 





Thirty-two 


CHAIR 





BURROUGHS 





Has advantages that are appreciated alike 
by employer and employee. To the office 
worker it offers correct seating in a health- 
ful, fatigue-resisting position. To the em- 
ployer, it offers not only the advantage of 
having satisfied employees who are seated 
correctly for efficient work, but also the 
economy of an all-metal chair built to with- 
stand long, hard usage. Made in many styles. 


BURROUGHS ADDING MACHINE COMPANY .. DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED 
WINDSOR, ONTARTO 


Burroughs 


In writing to advertisers please mention The Burroughs Clearing House 


they know nothing. When such loose 
talk is going on, one of our junior- 
board members may be within hearing 
and ‘call’ the offender. 

‘**There is no denying that banks as 
a class, even the best of them, are far 
from popular in this country. Note 
the jibes against banks and bankers on 
the current stage and screen, and the 
public reception of them. The failings 


| of weak banks and_ incompetent 


bankers have reacted to the injury of 
the strongest and safest institutions. 
Banks need champions among the 
rank and file of the people. They need 
men of intelligence and fairness who 
are informed as to banking funda- 
mentals and who, from the standpoint 
of good citizenship and community 
welfare, will speak in defense of the 
bank system and their home banks 
known to be sound and to be wisely 
managed. That explains the junior 
board.” 


ONE member of the junior board gav< 
this testimony on the results that 
he felt had been achieved. 

“We have all learned a good deal 
about banks and banking from ow 
membership. People quite often have 
asked us questions about this or that 
bank practice, and sometimes we 


| could clear the matter up and some- 


| 


times we had to seek the answer our- 


| selves first. I think the board idea is 
| a good thing and has worked out well, 
| even though it is hard to say definitely 


just what it has accomplished for the 
bank. 

**At a time when there was so much 
unrest and doubt about the banking 
situation of the country, it was a wise 
move to ask in a group of outsiders, 
tell them anything they might want to 
know about the bank and turn them 
loose to talk about its policies and 
practices in their daily associations. 
The members of this group, in turn, 
could report to the bank, as they saw 
fit, on community attitudes and 
inquiries as to the bank’s doings. | 
think the junior board has helped to 
remove ignorance which so often is 
at the bottom of distrust and un- 
friendly attitude.” 

According to Mr. Allen, the junior 
board of Milaca has _ justified its 
existence, gives promise of continued 
usefulness and is regarded as a per- 
manent adjunct of the bank. 


Tarzan ? 


HE following conversation was 
overheard (with great glee) recently 
on the Bank telephone: 

Secretary, to an officer: “I’m sorry. 
but Mr. Blank is busy right now. Are 
you at a branch?” 

Impatient officer: “Oh, no; I’m al 
Head Office hanging on a tree.’ - 
The Chase. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT. MICH., U.S.A. 4070-2-33-AD‘ 














